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ALL-AROUND COORDINATION is part 
of the package when you buy substa- 
tions as factory-built units. One man- 
ufacturer responsibility gives you... 


@ coordinated ordering 

@ integrated design, manufacture 
@ easier installation 

@ one over-all warranty 


But most important, all these factors 
combine to give you a substation whicl 
operates as one completely coordinate: 
piece of equipment. General Electri: 
Company, Schenectady 5, N.Y. sx. 


Progress Is Our pont bi saesl Product 


GENERAL &@ 


ELECTRIC 





Edi: r-t 


A soci 


i; v-in-Chief © ELLSworTH NICHOLS 
Editor ¢ Francis X. WELCH 

| sociate Editors ¢ Rateu S. CHILD 
Nem H. Durry 
NorMAN J. BARATT 
GeorGE E. TURNER 
FORRESTER MAPHIS 


Isststant Editors ¢ M. C. McCartuy 
M. L. WILLIAMS 


Financial Editor ¢ OwEN ELy 


1dvertising Manager ¢ E. L. Cooke 


culation Manager @ E. S. Stevens 





REPRINTS OF ARTICLES 
(200 or more copies) 
available on orders re- 
ceived within 30 days 
after publication date. 
Address 
WASHINGTON OFFICE 
for quotations. 


v7 ys 


ic UtiLitres ForTNIGHTLY . . stands 
ederal and state regulation of both 
tely owned and operated utilities and 
y owned and operated utilities, on a 
iid nondiscriminatory basis; for non- 
riminatory administration of laws; for 
ale and nondiscriminatory taxation; 
general—for the perpetuation of the 
terprise system. It is an open forum 
free expression of opinion concern- 
blic utility regulation and allied 
It is supported by subscription and 
ing revenue; itis not the mouthpiece 
group or faction; it is not under the 
1 supervision of, nor does it bear the 
ment of, any organization or associa- 
ie editors do not assume responsi- 
or, the opinions expressed by its 
itors. 


ions: Address correspondence to PusLic 
s ForTNIGHTLY, circulation department, 
sylvania Building, Washington 4, D. C. 
> month for change of address. 


opies $1.00. Annual subscription price 
es a year): United States and posses- 
5.00; Pan American countries, $15.00; 
$16.00; all other countries, $17.50. 


as second-class matter April 29, 1915, 
e Act of March 3, 1879, at the Post Office 
‘1more, Md., December 31, 1936. Copy- 
1958, by Public Utilities Reports, Inc. 
in U. S.A, 


Public 
Utilities 


FORTNIGHTLY 


VOLUME 62 DECEMBER 18, 1958 








ARTICLES 
Defending Free Enterprise ... Robert T. Patterson 1001 


An account of an unusual experiment in economic appraisal 


and review of the enterprise system, written for readers in 
the public utility field. 


Another Look at State 
Regulatory Agencies Eric Schenker 
The public must be made aware that the rate it pays today 
assures availability of an ample supply of service in the 
future. 


A California Story of 
Gas Pioneering . Jane Eshleman Conant 1015 


An entertaining description of how one gas company helped 
open the West and how it contributed greatly to the develop- 
ment of industry in the California area. 


FEATURE SECTIONS 





Washington and the Utilities 

Telephone and Telegraph 

Owen Ely 
What the State Commissioners Are Thinking About ... 
The March of Events 


Financial News and Comment 


Progress of Regulation 

Industrial Progress 

© Pages with the Editors. 6 © Utilities Almanack .... 
© Coming inthe NextIssue 10 © Frontispiece 


e Remarkable Remarks .. 12 © Index to Advertisers .. 





Pus.ic UTILITIES Reports, INc., PUBLISHERS 


Executive, Editorial & 
Advertising Offices 


Publication Office 


Advertising Representatives: 
New York 6: Robert S. Farley, 111 em oage COrtland 7-6638 
Cleveland 15: Macintyre-Simpson & Wood 0 Euclid Avenue, CHerry 1-1501 
Chicago 1: rit, BB -Simpson & or 7 - Wacker Drive, CEntral 6- 1715 
Pacific Coast: Pugh & Associate: 
O. Box 635, ied, Calif., SYcamore 7-2894 


332 PENNSYLVANIA BipG., WasHiIncTON 4, D. C. 
CanpvLER Buitp1nc, Battimore 2, Mp. 


and 
Hunter Vinton, 1050 Lincoln Avenue, Palo Alto, Calif., DAvenport 5-4815 





EW UTILITY STATIONS, C-E EQUIPPED 


cludes only new stations on 
bw sites placed in operation since 


ANUARY 1, 1950. 


LAKE CATHERINE 
HUTCHISON 
YATES 
DUNKIRK 
TITUS 
LEE 
CONTRA COSTA 
HAWTHORN 
NINEMILE POINT 
EDGE MOOR 
PALATKA 
JOHNSONVILLE 
DANSKAMMER 
BECKJORD 
HIGHGROVE 
PLANT X 
BLACK DOG 
ALBANY 
JOPPA 
MERAMEC 
PORTSMOUTH 
LAKE CREEK 
ETIWANDA 
AURORA 
HENNEPIN 
EASTLAKE 
OAK CREEK 
SUWANNEE RIVER 
URQUHART 
KINGSTON 
SANDOW 
MULLERGREN 
BARRY 
NORTH OMAHA 
WILMINGTON 
CARBON 
SAGUARO 

MORRO BAY 
VERMILION 
JOHN SEVIER 
COLLIN 
MILLIKEN 
GALLATIN 
BARRETT 
MITCHELL 
SAN BERNARDINO 
YORKTOWN 
GULF COAST 
TUCSON 
PORT WENTWORTH 
W. A. PARISH 


ALLEN 




























































































> 


ay | 


t= 

















The C-E Unit shown above is one of two duplicate units 
now in service for the Allen Plant of the Duke Power 
Company. Each of these units is designed to serve a 
175,000 kw turbine-generator operating at a throttle 
pressure of 2400 psi with a primary steam tempera- 
ture of 1050 F, reheated to 1000 F. They are of the 
controlled-circulation, radiant reheat type with convec- 
tion reheater surface located between the primary and 
secondary superheater surfaces, and radiant reheater 
surface of the platen type intermeshed with radiant 
superheater platen surface at the top of the furnace. 
An economizer section follows the rear superheater 
section, and regenerative type air heaters follow the 
economizer surface. Pulverized coal firing is employed 
using bowl mills and tilting. tangential burners. 
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ALL TYPES OF STEAM GENERATING, FUEL BURNING AND REL/ 
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NPLANT 


The Duke Power Company now has Units No. 1 and No. 2 in service in a new station 
which is destined to become the workhorse of its system. The Allen Plant, named 
for Mr. George Garland Allen, First Chairman of the Board of the Company, is sit- 
uated on the west bank of the Catawba River about five miles south of Belmont, 

North Carolina. It currently has two units in operation ...adding 350,000 kilowatts 
to Duke’s system capacity. The plant represents an investment of some 41 million 

dollars, more than 1-million of which was spent to build a one-mile discharge canal 

f for condensing water. 

Units No. 1 and No. 2 at Allen are the sixth and seventh C-E Controlled Circula- 
tion Boilers in service in the Duke Power system. Construction of Allen No. 3 and 
excavation for No. 4—each with a capacity of 275,000 kilowatts—are already under 
way. A fifth unit is in the planning stage. When it is added, the plant’s capability will 
exceed 1,000,000 kilowatts. 

Steam for the new Allen turbine generators is supplied by C-E Steam Generating 
Units. A cross-sectional elevation and a brief description of their design appear on 
the opposite page. 
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20.) Madison Avenue, New York 16, N. Y. -177 
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with the Codlitors 


_ political analysts are still busy on 
the November 4th election results; 
and the conclusions when compared with 
ach other are anything but conclusive. 
In fact, the impression which grows on 
the objective observer, in balancing these 
conflicting analyses, is that nobody can 
say with assurance just what the Ameri- 
can voters want. President Eisenhower 
expressed that thought the day after the 
election. 


Ir goes without saving, of course, that 
the Democrats did very well for them- 
selves in the congressional elections. One 
can hardly argue with the view that union 
labor was very effective and will seek to 
translate its influence into laws favoring 
the unions and union objectives in the 
next Congress. But where does all this 
leave the businessman? Must he admit 
that, as a class, business is so out of touch 
with the majority of voters that its ““com- 
munications” —to use the lofty terminol- 
ogy of the experts—has collapsed as far 
as the rank and file of voters is con- 
cerned ? 


FREDERICK R. KAPPEL, president of the 
American Telephone and Telegraph Com- 
pany, in a recent talk to The Bond Club 
of New York, has issued a timely warn- 


ERIC SCHENKER 


ROBERT T. PATTERSON 


ing about any such hasty conclusions. All 
of us hear more and more about the im- 
portance of businessmen ‘“‘getting into 
politics.” Mr. Kappel agrees with this but 
makes the cautious observance that there 
is a wrong way and a right way to go 
about it. Should business imitate the ex- 
ample of organized labor and throw its 
resources into electing certain candidates 
and defeating others? Should it go in 
for black lists and favorite sons? That is 
what the labor groups have done with 
admitted success in recent years. 


‘ 


ee would the businessman, as a class, 
have any similar success? And will 
even the success of the labor unions con- 
tinue indefinitely? As far as business is 
concerned, Mr. Kappel thinks that such 
a course would fail “even if it were to 


have some immediate success.” The 
reason is that “any time the people of this 
country decide that their elected repre- 
sentatives have been maneuvered into 
office by a particular group—be it or- 
ganized business or organized labor—they 
will, and they should, vote them out. It 
may take a little time, but it will happen.” 


Wuat, then, can the businessmen do 
about bettering relations between them- 
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Has mele) ts aie will travel ! Utility and other 


emergency servicemen swear by this Dodge V-8 Tradesman, and for 
good reasons. Besides pick-up load space, it has lock-up room for all 
tools. And with famous Dodge dependability, it has these advantages 
that come in handy on all service calls: 45 hp. more than Truck ‘“‘C’’, 
19 more than Truck “F’’. . . shortest turning radius... the largest 


payload, load space, and brakes in the low-priced 3. 


You can choose a powerful V-8 or thrifty Six, 3- or 4-speed trans- 
mission—even push-button automatic LoadFlite. See your Dodge 
dealer about this Tradesman, or any Dodge truck up to 49,000-lb. 
G.V.W. Power Giants. Find out why... 


today, 


it’s real smart 
[RO M6) alelesai>) D O 6 fexe 


sbabre) << 








A king-sized tool chest on wheels . . . that’s the Dodge Tradesman’s body. 
Tools and supplies stow neatly, where you can reach them quickly. A place 
for everything. All compartments lock. Available sliding roof protects 
pick-up load space, between body sides. Choice of two body styles. 








PAGES WITH THE EDITORS (Continued) 


selves and our representatives in govern- 
ment? The alternative which Mr. Kappel 
urges is for the businessman to do his 
own job of public service the best he can, 
and see that this performance is widely 
known and understood. Business has a 
duty, he thinks, to communicate the im- 
portance of its operations to those most 
affected—the public. Then, there is the 
suggestion that businessmen as citizens 
should take more of an interest in gov- 
ernment, not along narrow partisan lines, 
but on the broadest possible lines of 
understanding between business and poli- 
tics. 


iy this area, the leading article in this 
issue deals with a very interesting 
experiment having to do with economic 
appraisal and review of our enterprise 
system. Such is the work of the Institute 
on Freedom and Competitive Enterprise, 
which goes into session every summer in 
the small California city of Claremont. 
There, high-grade professors, economists, 
and other intellectuals gather to review 
the nature and development of free enter- 
prise in relation to our business economy 
and individual liberties. 


Rogpert T. PATTerson, author of this 
article, has taught economics at New York 
University, Claremont Men’s College, and 
the Claremont Graduate School. He is 
now on the staff of the American Insti- 
tute for Economic Research, which is es- 
tablishing a Graduate School in Eco- 
nomics at Great Barrington, Massa- 
chusetts. He is the author of two books: 
“Federal Debt-Management Policies, 
1865-1879" and “The Tax Exemption of 
Co-operatives,” and of many articles in 
professional journals and other periodi- 
cals. During the past three summers he 
has assisted Professors Arthur Kemp and 
Charles A. Povlovich, Jr., in conducting 
the Institute on Freedom and Competitive 
Enterprise. In testimony before congres- 
sional committees he has defended the 
principles of free enterprise and sound 


finance. 
* * * * 


, | ‘HE article on the need for reviewing 
the regulatory process in a broad way, 





JANE ESHLEMAN CONANT 


which begins on page 1008, comes to us 
from Dr. Ertc SCHENKER, assistant pro- 
fessor of economics at Michigan State 
University. He is also a consultant to the 
Highway Traffic Research Center, which 
is conducting a study entitled “Social and 
Economic Effects of the Highway De- 
velopment Program.’” Previously, Dr. 
SCHENKER taught at the University of 
Tennessee and the University of Florida 
where he received a PhD degree. 


O* page 1015 of this issue we have an 
entertaining account of one of the 
pioneer gas companies in the United 
States, written by JANE ESHLEMAN 
CONANT. Mrs. CoNANT is a member of 
the San Francisco Call-Bulletin staff, a 
graduate of the University of California, 
and daughter of the late California Lieu- 
tenant Governor John M. Eshleman, who 
at one time was president of the California 
Railroad Commission, predecessor of the 
present California Public Utilities Com- 
mission. 


We take this occasion to wish all our 
subscribers and friends a Merry Christ- 
mas and a happy and prosperous New 


Year. 


THE next number of this magazine 
will be out January Ist. 


Ka Bilin 
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ENRICO FERMI ATOMIC POWER PLANT 


100,000 Kw Capacity 
Under Construction Near Monroe, Michigan 
by 
POWER REACTOR DEVELOPMENT COMPANY 
and 
THE DETROIT EDISON COMPANY 
e C) e 
COMMONWEALTH ASSOCIATES INC. 
Architect-Engineer for the Reactor Plant 











COMMONWEALTH SERVICES INC. 


New Vork, N.Y. Jackson, Mich. Washington, D.C. Houston, Tex. 
300 PARK AVENUE, NEW YORK 22, NEW YORK 


COMMONWEALTH ASSOCIATES INC. 
JACKSON, MICHIGAN 


The Commonwealth Professional Engineering Organization 
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Coming IN THE NEXT ISSUE 


(January 1, 1959, issue) 


THE OUTLOOK FOR PUBLIC UTILITIES—1959 


Some of the signs we see on both.the domestic and international horizon are not very 
conducive to positive expectation of favorable developments. The twin bugaboos of 
taxes and inflation are still with us, complicated by tight, high-cost money for neces- 
sary financing, and the emphasis on defense spending. Following his custom of more 
than a decade, the editor of this publication, Francis X. Welch, has again given us 
an ‘‘outlook'’ article in which he endeavors to predict some major things which are in 
store for public utilities in the coming year. From the vantage point of his Washington, 
D. C., headquarters, Mr. Welch sees some positive as well as negative signs, and even 
a few silver linings. 


THE IMPACT OF CHEMICAL INDUSTRY ON ELECTRIC-GAS UTILITIES. PART I. 


Gas and electric utilities in nearly all sections of the country have shared in the out- 
standing growth of chemical processes in recent years. But about 60 per cent of new 
plant expenditures from 1957 through 1959 have been scheduled for 14 states in the 
South and Southwest. C. E. Wright, former industrial magazine editor and now a free- 
lance writer in Jacksonville, Florida, has been gathering data on the impact of chemical 
processes on these two utility industries. The first instalment of this three-part survey 
deals mainly with companies in Texas, Louisiana, Mississippi, and the adjacent Gulf area. 


THRESHOLD PRICES: A PRACTICAL PROPOSAL FOR PRODUCER PRICING 


FPC Commissioner William R. Connole does not believe that pricing natural gas for 
producers should depend on competitive fuels exclusively or require cost-of-service 
analysis. He suggests a two-part solution: The first task is to solve the allocation prob- 
lem and the second is to find a just ard reasonable price for the producers’ gas. Thus, 
no very extensive showing would be needed if a proposed sale were contemplated at 
a price level of a typical average new sale in a given area. But if a producer has reason 
to believe that the conditions of his sale are different from the typical sale, he would 
be allowed to employ a higher price and a chance to prove his claim. This is a discus- 
sion of a most crucial problem in producer regulation. 


* 


Al Special financial news, digests, and interpretations of court and com- 


mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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“IT do not exclude the 





intelligent anticipation 























of facts® 











even before 











they occur.” 
—-CURZON 








*Rate Commissions will 
consider them too 


R&S HAS THE KEY to “intelligent anticipation of facts’ upon which rate increase 
applications can be solidly based —continuing monthly rate analyses, delivered in plenty 
of time for a ‘forward instead of a backward look’. 

The difference can be great in return on invested capital (which now should be 
614—7%) and in more favorable terms when seeking new capital for expansion. 

R&S “One Step” Method of Bill Analysis 
is simplicity itself to put into operation—we do 
all the work in our office on the machine illus- 
trated below (exclusive with R & S). The cost 
is infinitely lower and faster than by any other 
method. 

We would like to send you the complete 
story—a request to Dept. P-1 will bring you the 
booklet “THE ONE STEP METHOD OF 
BILL ANALYSIS’’—no obligation of course. 


RECORDING & 
STATISTICAL CORP. 


100 SIXTH AVENUE 
NEW YORK 13, N. Y. 








NATION-WIDE SERVICE 


CBaukeble Crke 


“There never was in the world two opinions alike.” 


MELVIN H. BAKER 
Chairman of the board, National 
Gypsum Company. 


RocerR M. BLouGH 
Chairman of the board, United 
States Steel Corporation. 


Dean O. BowMAN 
Co-ordinator of long-range 
planning, Crown Zellerbach 

Cor poration. 


WINSTON CHURCHILL 
Former Prime Minister 
of Great Britain. 


EDITORIAL STATEMENT 
The Guaranty Survey, published 
by Guaranty Trust Company of 
New York. 


NORMAN TOPPING 
President, University of 
Southern California. 


—MOoONTAIGNE 





“The drift toward conformity, security, and the gen- 
eral avoidance of risk is a peril to our society. The idea 
of keeping one’s nose clean has permeated all levels of 
our society. We need men with courage, more idealists, 
more zealots.” 


¥ 


“For government or any committee of Congress to 
try to usurp the functions of management—either by 
intimidation or by law—is as alien to our American con- 
stitutional concepts as for business to try to usurp the 
functions of government.” 


¥ 


“Corporations must proceed warily where retention 
of earnings is concerned lest they unwittingly hamper 
the willingness of stockholders to invest personal sav- 
ings in new corporate security issues. Capital funds 
originating in depreciation and depletion accounting may 
well be subjected to the erosion of inflation, and this 
leads to the suggestion that at some point we must 
re-examine our tax laws.” 


¥ 


“If you will not fight for the right when you can 
easily win without bloodshed ; if you will not fight when 
your victory will be sure and not too costly; you may 
come to the moment when you will have to fight with 
all the odds against you and only a precarious chance 
of survival. There may even be a worse case. You may 
have to fight when there is no hope of victory, because 
it is better to perish than to live as slaves.” 


¥ 


“Free economic societies have been demonstrating 
their recuperative powers ever since such societies 
came into being, Economic and noneconomic literature 
abounds in references to ‘hard times,’ and on each oc- 
casion there have been those who feared that society 
was sinking into a state of chronic stagnation. Such 
forebodings of disaster have invariably proved false. 
Economic life has always recovered from these setbacks 
and has gone on to new levels of achievement.” 


¥ 


“{ Education] will be a subject for public and private 
debate ; it will appear in planks in political platforms ; 
it will demand increased appropriations at federal, state, 
and local levels; it will invite increased philanthropies 
from individuals, corporations, and foundations. Once 
again the teaching profession will be highly regarded by 
our society . . . and our universities will be recognized 
as the true fountainheads of learning, progress, free- 
dom, and as the great social instruments that they are.” 
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MECHANIZED RECORO-HANOLING SYSTEM 


rigs many thousands of card records within easy reach of the operator 


or uch Active Records as Customer Service Cards; Never before has such flexibility been offered in mechan- 
fet’ History Cards; Customer tiistory Records; ized record files to meet your exact requirements. The wide 
fet’: Test Records. range of models means you get the work station with the 

K RD-VEYER units make for the utmost operating econ- _—s greatest number of records in the minimum floor space... 
bmy »y speeding up reference...saving space...reducing | with maximum operator comfort and productivity. All 
per or fatigue and boosting morale...saving much time — units are standard with pus button selector and posting 
or personnel concerned. Any desired tray is delivered shelf. Send coupon today for new illustrated booklet giving 


tt tl ~=touch of a button in an average of 24% seconds. full details of these remarkable KARD-VEYER units. 


ee eH 
Remington. Ftand. 
DIVISION OF SPERRY RAND CORPORATION 
R-om 2221, 315 Fourth Avenue, New York 10, N. Y. 
Kindly send new booklet LBV811—’’New Kard-Veyer.”’ 
Name & Title 


Company 


Street. 
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* you buy cable... 


—take advantage of the unique properties of Kerite insulation. Let a Kerite engineer explain why no 
other cable can equal Kerite’s performance in actual service, dependability, and long-time econom: 
Kerite cables are designed for a variety of applications and operating conditions, and are available 
in forms and finishes best adapted to your requirements. Be sure. Specify Kerite. 


Our headquarters is at 30 Church St., New York 7. Branches in Ardmore, Pa., 
Boston, Cleveland, Chicago, Houston, San Francisco, St. Louis, Glendale, Cal. 


KERITE CABLE 


Lo the KERITE That makes The ay ference 
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S PUDEBAKER 
SPECIALIZED VEHICLES 
LOWER PUBLIC 
UTILITY FLEET COSTS 
THREE WAYS 


Here’s why The.Lark, already hailed the most practical dimension in motoring, and 
Studebaker “Haul of Fame” Trucks, famed for ruggedness and reliability, can help utility 
management keep their costs low. [> LOWERS INITIAL COST. A fleet of Studebaker 
vehicles saves money right from the start. The Lark offers every feature of a conventional 
sized car, full seating for six adults, yet costs less. The 14 ton Scotsman, in either pickup 
or chassis and cab version for special bodies, has the lowest price tag of any truck of its 
size in America. SB LOWERS OPERATING COST. All Studebaker vehicles are 
designed for economy-plus performance. Both The Lark and Scotsman engines are 
improved versions of powerplants which recently set NASCAR economy records. Fa 
LOWERS MAINTENANCE COST. Rugged design keynotes every vehicle that bears 
the name Studebaker. All components in engine compartments are simplified and easily 
accessible, making repairs faster—and cheaper. The Lark’s bolt-on grille assembly and 


fenders reduce the cost of repairs to sheet metal in case of accident. 








Miler, severe service vehicle. 


THE LARK 2- AND 4-DOOR SEDANS. Excellent company car. Takes 
up less room because useless overhang has been eliminated. 
Save almost 18 square feet of valuable garage and parking 
space per vehicle. Other Lark models include Station Wagon 
with attachable advertising panels, a Hardtop and the Econ-0- 








sion in fleet transportation. 
MR. A. E. FITZPATRICK, Manager—Fleet Sales 





STUD 3AKER “HAUL OF FAME” TRUCKS. Scotsman ¥/2 ton pickup 


Without obligating myself, | would like to know more about the new dimen- 


STUDEBAKER-PACKARD CORP./ South Bend 27, Indiana 








has ¥. {est pickup area of any truck its size. Other trucks avail- NAME 
able i + heavy hauling and specialized uses. ADDRESS 
CITY ZONE STATE 
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Twofold Benefits From The 





— 


Analysts Journal . 


1. Its timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED FIVE TIMES A YEAR BY THE NATIONAL FEDERATION OF FINANCIAL ANALYSTS SOCIETIES 
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THE ANALYSTS JOURNAL 
444 Madison Avenue, Room 2004 
New York 22, N. Y. 


Gentlemen: 


© Please enter my subscription for one year at the subscription rate 
of $5.00—United States; $5.50—Canada. 


OC) Please send me your advertising brochure. 
Name ee SEE Se aes. aa SEP GIO POSES bee oe oe 
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DECEMBER - JANUARY 





Thursday—18 


Ayierican Gas Association- 
Pacific Coast Gas Associa- 
tion will hold joint public 


Friday—19 


Oklahoma Broadcasters As- 
will hold winter 
meeting, Claremore, Okla. 


sociation 


Saturday—20 


National Association of 
Home Builders will hold 
convention and exposition, 


Sunday—21 


American Institute of Elec- 
trical Engineers will hold 
meeting, New York, N. Y. 








Industrial Heating Equip- 
ment Association will hold 
annual meeting, Cleveland, 
Ohio. Jan. 19, 20, 1959. 
Advance notice. 





Pennsylvania Electric As- 
sociation, Communications 
Committee, will hold meet- 
ing, Johnstown, Pa. Jan. 22, 


23, 1959. Advance notice. 


American Society of Heat- 
ing and Air Conditioning 
Engineers will hold annual 
meeting and exposition, 
Philadelphia, Pa. Jan. 26-29, 
1959. Advance notice. 


relations conference, Phoe- Jan. 17, 1959. Advance no- Chicago, Ill. Jan. 18-22, Jan. 19-23, 1959. Advance 
niv, Ariz. Jan. 13, 14, 1959. tice. 1959, Advance notice. notice. 

Advance notice. 

Monday—22 Tuesday—23 Wednesday—24 Thursday—25 


Merry Christmas, 1958! 








Friday—26 
Water Works 
A-sociation, New York 
S ction, will hold midwin- 
te luncheon meeting, New 
York, N. Y. Jan. 27, 1959. 

Advance notice. 


nerican 


Saturday—27 


Midwest Welding Confer- 

ence will be held, Chicago, 

Til. Jan. 28, 29, 1959. Ad- 
vance notice. 


Sunday—28 


Pennsylvania Electric As- 

sociation, System Opera- 

tion Committee, will hold 

meeting, Johnstown, Pa. 

Jan. 29, 30, 1959. Advance 
notice. 


Monday—29 


American Gas Association 
will hold home service 
workshop, New Orleans, 
La. Jan. 29-31, 1959. Ad- 


vance notice. 





Tuesday—30 


R -ky Mountain Gas Asso- 
ci. ion begins annual meet- 


| . : 
ing, Denver, Colo. 





Wednesday—31 


Southwestern Legal Foun- 
dation will hold short course 
on oil and gas law, Dallas, 
Tex. Feb. 2-27, 1959. Ad- 


vance notice. 








JANUARY 


Thursday—1 


Happy New Year, 1959! 





*. Friday—2 


National Telephone Co-op- 
erative Association will 
hold annual meeting, Wash- 
ington, D. C. Feb. 6, 7, 
1959. Advance notice. 
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By ROBERT T. PATTERSON* 


Defending Free Enterprise 


Is all government ownership of enterprise a transgression of the 


principle of freedom? Should government foster scientific research 
or leave it to the enterprise of private individuals and firms? What 
of TVA, and of state and local ownership of private utilities? These 
are some of the questions discussed each year at the Institute on 
Freedom and Competitive Enterprise in Claremont, California, by 
some of the nation's top-ranking intellectuals. 


FFICERS of public utility companies 
are more conscious than most of 
the public that their firms are prop- 

erly a part of a free, competitive enterprise 
system. At a time when the trend to col- 
lectivism and the welfare state goes on 
apace, the defense of that system is a mat- 
ter of concern not only to public utility 
management but to customers, employees, 
and investors. A novel and significant way 
in which free enterprise is being defended, 
and its relationship to individual liberty 
made more widely known, is the subject of 

*Staff member, American Institute for Economic 


Research, Great Barrington, Massachusetts. For ad- 
ditional personal note, see “Pages with the Editors.” 


this article—the Institute on Freedom and 
Competitive Enterprise. 

Every summer in the small southern 
California city of Claremont, where the 
intellectual atmosphere of six institutions 
of higher learning’ is denser than the smog 
of Los Angeles, forty-five minutes’ drive 
to the west, the Institute on Freedom and 
Competitive Enterprise is in session for 
two weeks of dynamic lecturing and dis- 
cussion. On the small but beautifully land- 


1Five of them are known as the Associated Col- 
leges: Pomona, Scripps, Claremont Graduate 
School, Claremont Men’s College, and Harvey 
Mudd. The Southern California Theological Sem- 
inary, though not a member of the association, is 
a respected neighbor. 
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scaped campus of Claremont Men’s Col- 
lege, eminent lecturers, both American and 
European, and intellectual leaders from 
every part of the United States, meet to- 
gether to examine and appraise the nature 
of free enterprise and its relationship to 
individual liberty. 


Ge thirty Fellows are selected each 

vear from a long list of applicants and 
nominees. Most of them are college pro- 
fessors whose fields, mainly, are econom- 
ics, political science, business administra- 
tion, history, and sociology. Some are 
research scholars, some are deans. A few 
business executives and a clergyman or 
two participate. One or two of the Fellows 
have attended before and have been in- 
vited back because of the unusual value of 
their contributions to the meetings. All 
expenses of the Fellows are paid by the 
institute, which receives annual grants 
from the Volker Fund—a foundation that 
remains quietly in the background and 
entrusts the conduct of the institute to its 
director and his assistants. 

Since the first institute, which was held 
in June, 1954, thirteen lecturers have been 
drawn from Europe and the United 
States. Most of them have been econo- 
mists with broad backgrounds in other 
fields. For the first institute, John Jewkes, 
a prominent Oxford economist, came from 
England; the following year, Jacques L. 
Rueff, Chief Justice of the European Coal 
and Steel Community, came from France; 
for this past summer’s institute, Professor 
Leoni, political scientist at the University 
of Pavia, came from Italy. Twice a lec- 
turer at the institute has been Professor 
Friedrich A. Hayek, Austrian-born econo- 
mist, of the University of Chicago, whose 
best-selling book, “The Road to Serfdom,” 
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was widely acclaimed. Among the Ameri- 
can lecturers have been such men of 
prominence as Milton Friedman and 
Frank H. Knight, economists, of the Uni- 
versity of Chicago; Herbert Heaton, his- 
torian, of the University of Minnesota; 
Felix Morley, political philosopher and 
former president of Haverford College; 
and David McCord Wright, economist 
and political scientist, of McGill Uni- 
versity. 

In the course of two weeks eight lectures 
are given by each of the three lecturers; 
and on most afternoons the Fellows divide 
into discussion seminars, each conducted 
by one of the lecturers. The Fellows are 
kept busy. From 8.30 in the morning until 
9 or later some evenings lectures and 
discussions run on—with breaks for meals 
and coffee and a break at mid-afternoon 
for recreation, napping, and cocktails. 
Sometimes the seminar and postlecture 
discussions go far beyond their allotted 
time, participation by the Fellows being 
manifold, active, and intense. 


Subtleties of Freedom Dominate 

—- the core of thought is the prin- 

ciple of freedom—of the individual, 
of enterprise, and of markets. But con- 
cepts of freedom are far from simple when 
one undertakes to analyze them and apply 
them to the real world; and their ramifi- 
cations are as far-reaching as the earth 
itself. More precisely, what is sought, as 
literature of the institute states it, is “an 
analysis of freedom as the source of eco- 
nomic and political principles; an anal- 
ysis of the development and operation of 
the free market mechanism; and a study 
of the philosophical bases, characteristics, 
virtues, and defects of the private enter- 
prise system.” 





DEFENDING FREE ENTERPRISE 


This is not an easy order to fill. The 
analysis can become quite deep and involve 
many distinctions and subtleties. 

N an opening session of the institute it 

is soon apparent that the succeeding 
meetings are not to be a mere, oft-repeated 
paean of praise for freedom and free en- 
terprise. Economic, social, and _ political 
realism prevents that; and most of the 
Fellows, though they may be theoreticians 
and in a sense idealists, are too well-in- 
formed to view the problems of freedom 
superficially. 

Some of the lecture topics have been: 


The Basic Principles of Liberalism. 

The Decline of Socialism and the 
Rise of the Welfare State. 

The Role of Government 
Liberal Society. 

The Role of Government in Main- 
taining Economic Stability. 

Taxation and Income Redistribution. 

Freedom and “Representation.” 

Monopoly and the Social Respon- 
sibilities of Business and Labor. 

Foreign Aid and the Problems of 
Economic Development. 

The Role of Government in Educa- 
tion. 

The Creative Spirit of a Free Civili- 
zation. 

The Theory 
Monopolizing. 


q 


in the 


of Monopoly and 


ze 


Monetary Policy and Employment. 
The Safeguards of Individual Lib- 


erty Today. 

=. such as the following chal- 

lenge the Fellows’ thought: Is all 
government ownership of enterprise a 
transgression of the principle of freedom? 
What of TVA, and of state and local 
ownership of public utilities? Should big 
business be free to monopolize and pow- 
erful labor groups to operate without re- 
straint? Should Congress permit private 
competition with the postal system? 
Should public schools be transformed into 
private schools, with or without subsidy 
to parents for tuition? What of the draft 
—in peacetime and in war; should the 
government pay its recruits enough to at- 
tract them voluntarily? Should a free 
market in narcotics be permitted? (At the 
1957 institute only two participants 
thought so.) What of social security in- 
surance and of outright aid to the in- 
digent? Should government foster scien- 
tific research or leave it to the enterprise 
of private individuals and firms? With 
respect to monetary control, what is the 
proper role of the Federal Reserve Sys- 
tem? What bearing may inflationary fiscal 
policy have upon freedom of the individ- 
ual and of markets? When, if ever, or to 
what extent, is government regulation of 


Vital Questions Probed 


"THE importance of understanding the nature of freedom and the 
ways in which what remains of it in our partially socialized society 
may yet be lost cannot be ead, 

cians neglect the subject, and some consider it irrelevant or a hindrance 


Generally, our academi- 


to the attainment of specified goals, such as those of full employment 
and economic stability. The trend of economic thought for the past 
quarter-century has been toward government intervention in the 
lives of the people. Many of the younger adult generation have come 


to accept it as ‘the only way. 


oo 
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particular kinds of business and finance 
appropriate within the general framework 
of freedom? Can price controls ever be 
justified, in peacetime or in war? 


HESE and many other problems are 

viewed from many angles. What hap- 
pens is that each Fellow comes to know 
more precisely where he stands. Whether 
his philosophy of government and of eco- 
nomic life has evolved or changed, at least 
it is clarified. If the Fellows were polled 
at the end of each institute there would 
undoubtedly be shown a continuum of 
views from somewhere close to complete 
laissez-faire (hands off by government) to 
a point perhaps a little left of center. But 
these extremes are not so common among 
the Fellows as the middle area between. 
Those who would accept considerable par- 


ticipation by government in the nation’s 
economic life have probably modified more 
extreme views. 


Is the Institute Biased? 

[me aware of this, one might ask 

whether there is an element of intel- 
lectual coercion in the conduct of the in- 
stitute, whether just by its title it reveals 
a bias. Or, even more pertinently, have 
there been Socialists and Communists 
among its Fellows? The fact is that there 
have probably never been any, and none 
apparently have sought Fellowships. To 
their minds, naturally, the institute is not 
for them. This is understandable, for the 
world divides into two philosophies. One 
philosophy asserts that the people belong 
to the government and that it should guide 
their lives. The other holds that the gov- 
ernment belongs to the people and that 
they should guide their lives themselves. 
The openly declared major premise—the 
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primary assumption—of those who 
founded and those who conduct the insti- 
tute is that the freedom of the individual, 
so long as it does not encroach upon the 
freedom of others, is of high value. The 
premise is thus a “value judgment,” just 
as is the primary assumption of collectiv- 
ists that government control is most de- 
sirable. The structure of logic which each 
school of thought raises rests upon a belief 
that to the opposing school seems arbi- 
trary and mistaken. This being the case, 
there can be no meeting of minds between 
the two. Yet each has a right to its own 
opinion. 


B” how is free, competitive enterprise 
related to individual freedom? Es- 
sentially it is, because without free, com- 
petitive enterprise there cannot be free 
markets ; and only through free markets— 
for goods and services, for labor, land, 
and capital—can the preferences of con- 
sumers for goods, workers for jobs, in- 
vestors for particular kinds of investment, 
be expressed and individuals’ choices free- 
ly made. 

Through free markets the nation’s re- 
sources continually move to their max- 
imum usefulness in terms of what the peo- 
ple individually desire. Value to the indi- 
vidual is, of course, a subjective matter. 
No one else can determine it for him. If 
he can sell his services and buy the things 
he wants in markets where others compete 
to hire him and to sell him goods, he can 
maximize his opportunities in the dual 
role of producer and consumer. Though 
perhaps in a regimented society more 
goods could be produced per unit of man 
power, it would be done only at a high 
subjective cost to the human element in 
production. 





DEFENDING FREE ENTERPRISE 
Public Utilities Are Free Enterprise, Too 


~~ let us ask how the problems of freedom and competitive enterprise 
concern the public utilities. In spite of regulation and sometimes the ex- 
clusive right, as natural monopolies, to serve certain areas, they are very much 
a part of the free enterprise system. They bargain for supplies and materials, for 
labor and managerial talent, in markets beyond their control. The funds that finance 
them are largely obtained in the free capital markets. Like the products and 
services of other private businesses, theirs must be sufficiently valued by consumers 
so that as business enterprises they can earn enough to pay all expenses, including 
an adequate return on capital.” 





Some Financial Emphasis 
A recent institutes considerable empha- 
sis has fallen upon the principles and 
problems of monetary and fiscal policy. 
Here, more than in some other fields, the 
need for careful theorizing, extensive em- 
pirical information, and deep insight is 
great. The truly profound analyses by such 
men as Friedman and Hayek have guided 
the way, yet few of the Fellows have been 
in complete agreement, especially with re- 
spect to the nature and role of the mone- 
tary unit—the dollar. More Fellows have 
acknowledged the propriety of a redeem- 
able currency than the number of those 
who would establish redeemability in the 
foreseeable future. Only a staunch few 
would have us return at once to the gold 
standard. 
Generally, however, the institute Fel- 
lows seem to have favored a Federal Re- 





serve System independent of the govern- 
ment and a federal budget that balances, 
though not necessarily in every fiscal year. 
Most of them perceive that an inflationary 
trend which leads to the imposition of 
governmental controls—over prices, 
wages, and economic activity generally— 
will mean an end to free enterprise and 
the loss of freedom to the individual. 


N” all the institute discussions are 

along lines of economic theory. The 
historians, the political scientists, and the 
sociologists have their say also. The les- 
sons of the past, when properly analyzed, 
can guide and warn us; in other times, 
libertv, when neglected or abused, has been 
lost; and over the millennia individual 
freedom has been a rare and sporadic phe- 
nomenon. Then, too, the structure of 
government, the division of power, the 
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legal system—as most laymen know— 
have tremendous significance for freedom 
of the individual. The trend toward cen- 
tralization of authority in the federal gov- 
ernment is seen by many as a threat to 
liberty. So, likewise, with movements that 
have arrogated powers of Congress to the 
executive. 


Free Enterprise and Utilities 


N’” let us ask how the problems of 

freedom and competitive enterprise 
concern the public utilities. In spite of 
regulation and sometimes the exclusive 
right, as natural monopolies, to serve cer- 
tain areas, they are very much a part of 
the free enterprise system. They bargain 
for supplies and materials, for labor and 
managerial talent, in markets beyond their 
control. The funds that finance them are 
largely obtained in the free capital mar- 
kets. Like the products and services of 
other private businesses, theirs must be 
sufficiently valued by consumers so that 
as business enterprises they can earn 
enough to pay all expenses, including an 
adequate return on capital. 

The establishment and growth of a pub- 
lic utility are directed by the wants of 
those whom it shall serve. Public util- 
ities are both a means for the productive 
use of private capital and a source of em- 
ployment that is independent of govern- 
ment. More than most industries, utilities 
have endured the handicap of and been ob- 
structed in their development by govern- 
mentally owned competitors which have 
flourished through the uneconomic com- 
petitive advantage of tax privilege and 
subsidy. Private utilities compete at a dis- 
advantage with government utility enter- 
prises while competing, also, in many 
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areas, among themselves—for consumer 
patronage and for investors’ dollars. 
Moreover, as every utility executive 
knows, inflationary pressure upon utilities’ 
costs makes them ever laggards in earning 
power and unwholesomely dependent upon 
rate revisions to serve properly the needs 
of community and nation. 


Like other business corporations, the 
privately owned utilities help to pay the 
cost of government through taxes of many 
kinds, the heaviest of which is the cor- 
poration income tax. It takes away ap- 
proximately a half of their earnings. Yet, 
because, in a free enterprise society, the 
necessity for a business to earn sufficient 
to pay the normal market return on capital 
is recognized, the tax is properly regarded 
as an expense. As such, it is largely passed 
on to the companies’ customers in higher 
charges. If it were not, the tax would in 
effect expropriate half the value of the 
business, a consequence not likely to en- 
courage investment. 

Yet, though the utilities may shift a 
considerable part of their tax burden, the 
resulting high rates reduce the use of their 
services, and, generally speaking, the cost 
per unit of their output is higher than it 
would be on the larger volume that lower 
rates would induce. Thus as taxes hamper 
productivity and keep production costs 
higher than they otherwise would be, the 
whole nation is poorer. Conscientious util- 
ity management is aware of this and is 
wisely concerned with the kind of govern- 
ment we have and the nature and scope 
of its expenditures. 


Other Freedom Institutes 


, [ ‘HE Institute for Freedom and Com- 
petitive Enterprise at Claremont is not 
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alone in its endeavor to analyze and apply 
the principles of freedom and free mar- 
kets. Other similar institutes have been 
established at Wabash College, in Indiana, 
and at the University of North Carolina. 
They have a small but active and vital part 
in the renaissance of classical liberalism 
and the trend away from the collectivist 
philosophy that has dominated economic 
thought for a quarter of a century. In the 
words of Professor Arthur Kemp, direc- 
tor of the institute at Claremont since its 
inception, “The institute is an attempt to 
water the roots of classical liberalism by 
bringing together teachers and others to 
hear outstanding liberal thinkers.” 

The importance of understanding the 
nature of freedom and the ways in which 
what remains of it in our partially social- 
ized society may yet be lost cannot be 
overemphasized. Generally, our academi- 
cians neglect the subject, and some con- 
sider it irrelevant or a hindrance to the 
attainment of specified goals, such as those 
of full employment and economic stability. 


HE trend of economic thought for the 
past quarter-century has been toward 
government intervention in the lives of 


the people. Many of the younger adult 
generation have come to accept it as “the 
only way.” The principles of classical 
liberalism, which minimize the role of gov- 
ernment in economic life, are today accept- 
able, for the most part, only to the older 
element of the population, some daring 
young thinkers, and an untrained but 
wholesomely intelligent segment of the 
population where earthy common sense 
prevails. 

The time has not yet come, and 
let us hope it will not, when those who 
would analyze, discuss, and apply the prin- 
ciples of freedom, free markets, and free 
enterprise dare not do so. 


HERE is no practicable way to measure 

the influence of the institute at Clare- 
mont, or any similar one, on public 
thought. Certainly it has served to revive, 
stimulate, and confirm the belief of some 
150 key individuals across the nation that 
the ideal goal of freedom, though it may 
be only approached and never attained, is 
worth defending, and that if it is not vig- 
orously defended by the ablest thinkers of 
the nation it will ultimately be lost, per- 
haps for all time. 





Government by Blocs 


“.. . the government today is becoming a government of pressure 
groups—in fact, a government of subsidies. We subsidize many 
and varied programs—from agriculture to minerals we are cre- 
ating a utopia where no one can lose. The government will protect 
and finance all phases of our economic and social life. We may go 
bankrupt and create chaos; however, these programs must go on.” 


—LEON GAVIN, 


U. S. Representative from Pennsylvania. 
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Another Look at 
State Regulatory Agencies 


By ERIC SCHENKER* 


Because of capital needs for unprecedented expansion and the threat 
of further inflation, another look should be taken at what constitutes 
a fair rate of return. Extension-of-service programs can be financed 
by utilities only if their fiscal status is attractive to investors. Regula- 
tory agencies can be asked to recognize that their help is vital if 
these problems are to be solved with the end view that utilities can 


continue to provide good and expanded service. 


HE subject of state regulatory agen- 

cies has been discussed, praised, and 

criticized, both publicly and private- 
ly, by economists, lawyers, businessmen, 
and the man on the street for many years. 
Since the Munn v. Illinois case (1877) 
when it was legally recognized that the 
state has the power to regulate public utili- 
ties, if it is in the public interest, this sub- 
ject has been a major controversy as to 
the relationship of the state regulatory 
commission to the public and the com- 
panies it regulates. 


The Problem 

— all of the duties and responsibili- 

ties of the commissions, determina- 
tion of fair and reasonable rates for utility 
service is probably the most important and 
difficult function. Arthur L. Padrutt, a 
member of the Wisconsin commission, re- 
cently said on this point: 


. . . the legislature says that the com- 


*Assistant professor of economics, Michigan 
State University. Everette W. Lefler performed 
some of the basic research for this paper. 
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mission shall determine these questions 
[as to rates, routes, and bonding issues, 
etc.] according to “reasonableness” and 
“public convenience and _ necessity.” 
These functions are quasi-judicial in na- 
ture. In addition, the legislature has 
granted to the commission the authority 
to make administrative rules which have 
the effect of law and which are designed 
to implement, interpret, or make specific 
the legislation enforced or administered 
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by the commission. This rule-making 
power is quasi-legislative.* 


The commission has a great responsi- 
bility to the public, the utility, and the in- 
vestor in the determination of a fair and 
equitable rate of return. The regulatory 
agencies attempt to achieve certain objec- 
tives in regulating the rates charged by 
public utilities. These objectives may be 
stated as follows: 

1. Reasonable prices which cover the 

real economic cost of production.? 

2. High-quality services and in ample 

quantities. 

3. Encouragement of investment when 

new capital is needed. 


HE very statement of a set of objec- 
tives is necessarily vulnerable to criti- 
cism and judgments of others. None will 


dispute the fact that consumers, utilities, 
and investors are entitled to a fair price, 
rate, or return for adequate service sup- 
plied. But many will dispute what is a fair 
return and what is adequate service. These 
objectives lie in an area of conflicting in- 
terpretations based on judgments and 
opinions. 

For example, N. J. Lesselyoung, for- 
mer member of the public service commis- 
sion of Wisconsin, speaking to a utility 
group, said: 

All too prevalent is the notion that 
from your industry is to be expected the 
very finest and completely reliable serv- 
ice. The point of departure occurs when 
this same fine collection of citizens fails 

1“The Role of Regulation in a Democracy,” by 
the Honorable Arthur L. Padrutt, Pusirc UTILITIES 
ForTNIGHTLY, Vol. 60, No. 4, August 15, 1957, 
pp. 217, 222. 


2The writer is using the term cost in an economic 
sense and not as defined by accountants. 
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to appreciate the fact that this cannot 
be accomplished independent of capital 
and operating problems. 


To support this view the late Harold A. 
Scragg, chairman, Pennsylvania Public 
Utility Commission, once stated: 


The public utility commission of 
Pennsylvania is charged with seeing 
that the citizens of the commonwealth 
pay only fair and just rates. However, 
the commission likewise has the respon- 
sibility of seeing that these industries 
may be in a position to render the kind 
of service that is so vital to the needs of 
today—the kind of service that our state 
will need tomorrow. This requires the 
attraction of capital, and the only prac- 
tical way to accomplish this, granting 
prudent management of the utility, is to 
see that the people who invest their sav- 
ings in the companies, in order that the 
public demand may be met, are suffi- 
ciently rewarded so that they will con- 
tinue to invest in the business as needs 
require.® 


N contrast with this view we have the 
statement by a California regulatory 
staff member, Everett C. McKeage, in his 
23 4 


book, “Public Utility Regulatory Law’: 


In considering any proposition 
brought forward by the public utility 
industry which seeks an advantage or 
benefit to that industry, regulatory 
bodies and courts must keep in mind 
that they are trustees for the public and 
that the public utility performs a func- 
tion of the state—a function the state 
3“A Restatement of Fundamentals of Utility Rate 

Making,” by the Honorable Harold A. Scragg, 
Pusiic UTILitiEs FortTNIGHTLY, Vol. L, No. 6, 
September 11, 1952, pp. 347, 350. 


‘Public Utility Regulatory Law,’ by Everett 
C. McKeage, Vantage Press, 1950. 
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itself would have to perform were not 
the same performed by private effort— 
and that the public utility occupies a 
privileged position. The public utility in- 
dustry is not a private industry in the 
same sense that other industries not un- 
der regulation are considered private in- 
dustries. A public utility is not entitled 
to earn profits that can be earned by 
private industry not subject to regula- 
tion. 


Yet this same public utility must go out 
in the money market and attract the neces- 
sary capital needed for expansion, com- 
peting with these private industries which 
are entitled to earn a greater margin of 
profit. 


Capital Is Competitive 


N” only is capital careful, but it is also 
mobile and sought in competition 
with unregulated industries. Billions of 
dollars of capital will be required by the 
utilities in the near future, but not only 
will this not be forthcoming if the treat- 
ment accorded past investment (for ex- 
ample railroads) is not equitable, but ex- 
isting investors will be diverted to other 
fields. Therefore, in addition to looking 
after the interest of the consumers, it is 
the responsibility of the commission to be 
careful not to impair the integrity of in- 
vested utility capital. 


PUBLIC UTILITIES FORTNIGHTLY 


ed 


Two critical problems face utilities to- 
day as they look to the future: One, the 
unprecedented expansion to meet the 
needs of their customers, and, second, the 
probability of increased inflation—a work- 
able solution to these problems is going to 
be accomplished only with the help of the 
regulatory agencies. It is going to be neces- 
sary for these regulatory agencies to deal 
with financing problems that will arise 
from the expansion programs and the in- 
flation that is likely to occur in the future. 
It will be necessary for the utilities to de- 
vise ways and means to obtain money to 
finance the necessary expansion. 


Relationship of State Commissions to 
Federal Commissions 
@ should be evident that all regulatory 
powers do not reside exclusively with 
the state. The Tenth Amendment dis- 
tinguishes the sphere of state and federal 
activity by providing that “the powers not 
delegated to the United States by the Con- 
stitution, nor prohibited by it to the states, 
are reserved to the state respectively, or 
to the people.” 

As a result of the judicial leadership of 
Chief Justice Marshall, it was early es- 
tablished within the sphere thus marked 
out by definitely delegated powers, Con- 
gress was supreme (Gibbons v. Ogden 
(1824) 9 Wheat 1, 6 L ed 23). Similarly, 
each state under the police power regulates 


One, the unprecedented expansion to meet the needs of their cus- 


q TWO critical problems face utilities today as they look to the future: 


tomers, and, second, the probability of increased inflation—a work- 
able solution to these problems is going to be accomplished only 
with the help of the regulatory agencies. It is going to be up to 
these regulatory agencies to recognize these financing problems that 
will arise from the expansion program and the inflation that is likely 
to occur in the future, devising ways and means to obtain money to 


finance the necessary expansion. 
DECEMBER 18, 1958 
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commerce within its own boundaries. The 
U. S. Supreme Court in the Wabash case 
(1886) 118 US 557, 30 Led 244, 7S Ct 4, 
decided that the state must confine its reg- 
ulation to intrastate traffic or such inter- 
state traffic of a local nature as allowed by 
the federal government, as long as this 
regulation does not discriminate against 
such commerce, while the federal govern- 
ment controls interstate traffic. 

This is not to be construed to mean there 
is no overlapping of powers, because in 
many areas there is regulation by both. 
Since there is a conflict between state and 
federal jurisdiction, it must be kept in 
mind that states may regulate, in so far as 
they can do so within constitutional lim- 
its. But in the final analysis the federal au- 
thority may occupy the entire field of com- 
merce, both interstate and intrastate. 


Political Implication of Commissions 


hone a great deal of power and 
responsibility have been placed in the 
hands of the administrative agency. As a 
U. S. Supreme Court opinion once stated, 
“The agency that fixes rates may exercise 
great leverage on the economy. It may fa- 
vor one community over another, chang- 
ing the course of industrial development 
in the nation.”” (See New York v. United 
States (1947) 331 US 28, 69 PUR NS 
278, 91 L ed 1492.) 

Not only do they wield tremendous 
economic power, but also exert a political 
influence. In 1952, the late Justice Jackson 
of the U. S. Supreme Court commented 
in an opinion, “the rise of administrative 
bodies probably has been the most signifi- 
cant legal trend of the century and perhaps 
more values today are affected by their de- 
cisions than by those of all the courts, re- 
view of administrative decisions apart... . 
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they have become a veritable fourth branch 
of the government which has deranged our 
three-branch legal theory, much as a con- 
cept of a fourth dimension unsettles our 
three-dimensional thinking.” (Federal 
Trade Commission v. Ruberoid Co.) 
However, there is a difference between 
the traditional three branches of govern- 
ment and the administrative agency. This 
might be considered a political difference. 
Whereas regulation as such has a consti- 
tutional foundation, administrative agen- 
cies are mere creatures of the legislature. 
Commissioner Padrutt says on this: 


... These [administrative] agencies do 
not exist by constitutional authority, 
they are mere creatures of the legisla- 
ture. Carrying out whatever quasi-legis- 
lative or quasi-judicial power they may 
be given, they are subject to the re- 
straint and check of the legislature, 
which may alter their powers or even 
abolish them. Their decisions and acts 
are subject to review by appellate courts. 
In many cases their members are sub- 
ject to executive appointment, and their 
appointment must also be approved by 
the Senate.® 


wena implications are such as to re- 

quire by law nearly equal representa- 
tion of both major political parties on vari- 
ous commission boards. One might also in- 
quire as to what caliber of men ought to 
make up the commission since it is such a 
responsible and powerful factor in our 
economy. 

Professor Herman H. Trachsel seems 
to think that specific professional training 
or background is not too essential. He 
states : 

5“The Role of Regulation in a Democracy,” 
op. cit., p. 220. 
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Caliber of Commissioners of Critical Importance 


ve OR the good and best interest of the public and of the utilities, the positions 
on the commission cannot be regarded as merely political steppingstones 
by politicians in their quest for political advancement. These commissioners, 
though usually politically appointed, can, through continual disregard of the public 
interest, push public utilities closer and closer to increased subsidy and public 
ownership. One might look further to what is the public interest. Certainly, the 
public is interested in having the goods and services which the public utilities 
are expected to provide available when they want them, and where they need 
them, at the lowest possible rate. If this is true, public utilities must plan ahead 
to be ready to provide the necessary service. Public utilities can only accomplish 
this with enlightened management, understanding commissioners, and an inter- 





ested public." 


The present trend appears to build up 
an able staff of experts . . . and it is 
therefore not so important that com- 
missioners have definite detailed train- 
ing in specific fields. When the commis- 
sioners themselves had to do the work 
now performed by engineers, lawyers, 
rate experts, accountants, and others, 
there was a need for commissioners to 
know more about these fields. The com- 
missioners should be men of sufficient 
intelligence to comprehend the problems 
of regulation and enough initiative and 
originality to solve them.® 
" @*Pyblic Utilities Regulation,” by Herman H. 
Trachsel, Chicago, 1947. 
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Dr. Lincoln Smith, however, believes 


that the desirable qualifications of a state 
commissioner should strike a balance be- 
tween executive skill and political com- 
petence. He states: 


. .. a commissioner needs incremental 
qualities over and above those of the 
ordinary executive. A commissioner is 
more an administrator than an execu- 
tive. As such he frequently has a wider 
range of discretionary authority and a 
correspondingly greater degree of re- 
sponsibility to the public. He works ina 
more intense political environment. Be- 
sides his executive tasks, he must serve 
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in quasi-legislative and quasi-judicial 
capacities. Thus, much of his work is 
prescribed by legislative directives, and 
some of it is proscribed by the judiciary. 
Within these limits, however, he and his 
fellow commissioners are free to use 
their best judgment; they are charged 
with contributing the political sense of 
direction to regulatory policies. . . .” 


R6dle of Courts in Regulation 


_— administrator working in one field 

tends to become an expert or a so- 
called expert. To make such an expert all- 
powerful could create an intolerable situa- 
tion. Power is a heady thing, and even the 
best of men get delusions, as Lord Acton 
pointed out many years ago. Thus modern 
administrative law has sought to place a 
restraint on the expert, as such. The regu- 
latory expert is required to make a record. 
The record must be made in fair proceed- 
ings. Also, the expert must give reasons 
for his decisions. The record thus may 
serve as a basis for subsequent judicial 
review, if necessary. Justice Douglas of 
the present U. S. Supreme Court has made 
the following pertinent observations on the 
relationship between the courts and the 
regulatory tribunals: 

The role of the courts in regard to 
statutory tribunal is to serve as check 
on the tribunal, a check against excess 
power in derogation of private right. 
Broadly speaking, judicial control is as- 
sured where among other things review 
can be had only on the following 
grounds: 

1. Ultra vires: to ensure that the de- 
termination by the tribunal was within 





7 Accountants as Regulatory Commissioners,” by 
Lincoln Smith, Pusric Utitities FortNIGHTLY, 
Vol. 59, No. 2, January 17, 1957, pp. 93, 103. 
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the authority delegated to that agency. 
2. Natural justice: that at least min- 
imum standards of fairness, which in 
the United States is called “the funda- 
mentals of fair play,” are observed .. . 
3. Substantial evidence: that the ad- 
ministrative determination has basis in 
evidence of rational probative force.* 


HOUGH restraints have thus beeti 

placed on the experts, as such, this 
does not mean that experts cannot be ex- 
ceedingly useful on state commissions. 
Their judgments on probable effects from 
rate changes, for example, are entitled to 
respect. The respect given the expert judg- 
ment of the administrative agency in com- 
plicated financial matters has been quite 
conclusive, where existing facts are un- 
contested and the question is one of judg- 
ment as to the best way to execute the 
legislative policy. (See Securities and Ex- 
change Commission v. Chenery Corp. 
(1947) 332 US 194, 69 PUR NS 65, 91 
L ed 1995, 67 S Ct 1575; Texas R. Com- 
mission v. Rowan & Nichols Oil Co. 
(1941) 311 US 570, 85 L ed 358, 61 
S Ct 343.) 

Still another former Wisconsin com- 
missioner, W. F. Whitney, had this to 
say about the trustee relationship of the 
regulators: 

Probably few agencies exercise a 
trusteeship of such far-reaching influ- 
ence as the full-time public service com- 
mission because—more than most and 
as much as any—it has the factual and 
judgment assignment of weighing the 
factors of industrial development and 
financial solvency, of determining pub- 
lic need and full use of resources, of 
8“We the Judges,” by the Honorable William O. 


Douglas, Doubleday Co., Inc. New York, New 
York, 1956. 
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finding a solution which will use our 
technical “know-how” to the fullest, of 
allowing reasonable and just return to 
the entrepreneur, of assuring adequate 
service to the public, and in utilizing our 
natural resources in a manner most 
likely to conserve them for the fullest 
possible value in the public interest. . . .° 


Criticism and Suggestions 

Fe the good and best interest of the 

public and of the utilities, the positions 
on the commission cannot be regarded as 
merely political steppingstones by politi- 
cians in their quest for political advance- 
ment. These commissioners, though us- 
ually politically appointed, can, through 
continual disregard of the public interest, 
push public utilities closer and closer to 
increased subsidy and public ownership. 
One might look further to what is the pub- 
lic interest. Certainly, the public is inter- 
ested in having the goods and services 
which the public utilities are expected to 
provide available when they want them, 
and where they need them, at the lowest 
possible rate. If this is true, public utilities 
must plan ahead to be ready to provide the 
necessary service. Public utilities can only 
accomplish this with enlightened manage- 
ment, understanding commissioners, and 
an interested public. 

Enlightened management plans ahead 
to meet the needs of expanding industry, 
keeping in mind its obligation to customers 
as well as investors. It goes without saying 
that it is the duty of the utility manage- 
ment to provide adequate service of a high 
quality to customers—for utilities may 





%‘The Trustee Responsibility of a State Com- 
missioner,” by W. F. Whitney, Pusiitc UTILITIES 
ForTNIGHTLY, Vol. 58, No. 2, July 19, 1956, pp. 
73, 78. 
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justly expect a rate of return which is 
adequate to cover all operating costs, re- 
placement of worn-out equipment, a fair 
rate of return to the investors, and enough 
extra to accumulate a saving for improve- 
ments and expansion. 


AS stated on numerous occasions, rates 
that utility management and the util- 
ity investors have a right to expect are 
reasonable rates. There is, of course, no 
pragmatic rule by which a given rate can 
be called reasonable or unreasonable. 
Rather, it is more often a question of con- 
sistently applying sound judgment in the 
light of all relevant circumstances. En- 
lightened management and investors are 
aware that a public utility is not entitled 
to earn as high a profit as may be earned 
by private industry not subject to regula- 
tion. It has been said, in this respect, that 
public utilities perform a function of the 
state and occupy a privileged position. 
Regulatory commissioners, therefore, 
have a responsibility to the public and to 
the utility investor. Their duty is not only 
to ensure that adequate service is supplied 
at a reasonable rate, but also to ensure 
that the service will be available to new 
customers when and where it is needed. 


eerie the public measures the value 

of its utilities in terms of usefulness, 
improvement, and availability. It does not 
and should not expect bargain rates. The 
public, by and large, expects to pay a rea- 
sonable rate to the utility for the service 
rendered. Only in this way can adequate 
service in the future be assured. The rate 
the public pays today must ensure avail- 
ability of an ample supply of service in the 
future. 
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A California Story 


Of Gas Pioneering .. . 


By JANE ESHLEMAN CONANT* 





How one company helped open the West, contributing to industrial 

development and home-customer convenience through its farsighted, 

creative efforts. Such a story is representative of many which could 
be related of the gas industry's amazing march of progress. 


LD-TIME San Franciscans remem- 
ber, with nostalgia, the pictur- 
esque scene as the lamplighter went 

his rounds at dusk, lighting the primitive 
gas street lamps one by one. 

Small boys followed along in delight, 
and their frolicking dogs nipped at the 
man’s heels as he extended his long rod 
to touch off the ruddy, flickering light. 

The old San Francisco Gas Company 
had few customers—237 when it began 
operation in 1854. But it was doing its 
part in the development of the then young 
pioneer city. 

Today its great-great-grandchild, Pa- 





*Staff member, The Call-Bulletin, San Francisco, 
California. For additional personal note, see “Pages 
with the Editors.” 
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cific Gas and Electric Company, serves 
natural gas to 1,524,000 customers and 
sells 332.3 billion cubic feet a year. 

And it too, in a many-times multiplied 
way, is helping the progress not only of 
now-metropolitan San Francisco but of 
the great industrial and residential boom 
California has seen since World War II. 

PG&E’s electric power, of course, has 
been a major factor in the tremendous 
postwar growth of its service area. But 
the gas division’s story measures up in 
dramatic fashion. 

For instance, Peter Donahue of the old 
San Francisco Gas Company made the 
long journey to Philadelphia when his 
company was young, to buy six and a half 
miles of pipe. 
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He paid $5,000 down and pledged the 


balance “‘in due time.” 


N 1950, PG&E installed the “Super 
Inch”—a 502-mile, 34-inch line from 
Topock on the California-Arizona border 
to the San Francisco Bay area. The bill 
for this job: $62 million. 

The line since has been completely 
looped, and now represents an investment 
totaling $132 million. 

Peter Donahue’s company used gas 
manufactured from coal brought in by 
schooner from Australia. 

Today PG&E’s is all natural gas, except 
for a last vestige of the old manufacturing 
days—two propane-air plants that serve 
2,200 customers around Grass Valley and 
Redding. 

The San Francisco Gas Company began 
with a plant capable of manufacturing 
70,000 cubic feet each day, and the peak 
of its gas street-lighting era was in 1915 
when it served 8,483 lamps in the city. 

Today PG&E has 20,000 miles (as of 
December, 1957) of pipeline and a peak 
daily send out of around 1.7 billion cubic 
feet of natural gas. A single industrial cus- 
tomer last year used an average of just 
under 25 million cubic feet each day—357 
times greater than the ancestor company’s 
entire output. 

The last of Peter Donahue’s old street 
lamps went out of existence on December 
27, 1930, ending a historic pioneer era. 


Looks to Future Needs 


B” PG&E is looking ahead to even 
more pioneering. It has just extended 
the major natural gas transmission system 
north to the Eureka-Arcata territory— 
a 165-mile job. 

And it has the biggest of all plans up 
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for approval by the concerned government 
agencies—a 1,300-mile, 36-inch main to 
import natural gas from Alberta, Canada. 
This would cross seven mountain ranges, 
have a capacity of 400 million cubic feet 
of gas a day, and cost some $330 million. 


The story of this tremendous develop- 
ment is one in which PG&E and other in- 
dustries have gone along hand in hand for 
mutual benefit. 

One striking example is in the Mojave 
Desert in southern California. Before 
1950, there was only costly coke, oil, or 
bottled gas for companies seeking to de- 
velop the barren Mojave’s measureless 
mineral wealth. 

Today PG&E sends in about 95 million 
cubic feet of natural gas each day from 
the “Super Inch” line to a rapidly grow- 
ing set of enterprises and the huge 
Edwards Air Force Base as well. 

The Mojave operation, by the way, is 
worth some $12.5 million a year in gas 
revenues, in an area where PG&E was sell- 
ing not a single cubic foot eight years ago. 


HE way this all came about is a 

dramatic and engrossing illustration 

of the expansion of PG&E’s gas service. 

J. H. Gumz, the company’s just-retired 

manager of commercial and industrial 
sales, was father to most of this. 

The blue-eyed “Joe” Gumz, a man who 
smokes cigars, loves hi-fi music and 
dominoes, is credited by his colleagues 
with developing most of the new industrial 
uses of gas. 

He took over his key job at the time 
when PG&E was making its biggest pro- 
gressive move in gas service—the change- 
over from manufactured gas to natural. 

That happened in 1929, when the first 














natural gas deliveries came into the San 
Francisco Bay area through the 20-inch 
“Main No. 100,” a 248-mile line from the 
Kettleman Hills and Buttonwillow fields 
in the southern San Joaquin valley. A year 
later, the 200-mile “Stanpac” line from 
Kettleman to the Bay area went into serv- 
ice. Before that, the company served 466,- 
628 customers from 21 manufacturing 
plants with a composite peak-day send out 
of 102.2 million cubic feet, equivalent to 
51.1 million cubic feet of natural gas. 

With the Kettleman line’s 100 million 
cubic feet per day capacity, the supply was 
virtually doubled and the era of natural 
gas was open. 


Gas Found at Rio Vista 
ype World War II, adjustments 
had to be made by PG&E—as by 
everyone. The government took over the 
Stanpac pipeline to send oil into the Bay 

area and thus conserve shipping. 

This would have meant major difficulty, 
except that the Rio Vista gas field, dis- 
covered a few years earlier, was able to 
offset the loss of the Stanpac line. 

This is an area near the Sacramento 
river, inland from San Francisco, and one 
which had long been eyed as a possible 
source of gas. 


Gumz recalls one of those odd side lights 


q 


A CALIFORNIA STORY OF GAS PIONEERING 


& 


which have so much to do with the his- 
tory of commercial development. PG&E 
had done some drilling in the Rio Vista 
region as early as 1921, in the days when 
petroleum engineering was far less ad- 
vanced than it is now. Perhaps for lack 
of modern techniques, the explorers drilled 
just half a mile from the point where the 
gas was later found—but missed it. 

“Half a mile more and we would have 
had natural gas in 1921 instead of 1929,” 
Gumz pointed out. 

At any rate, it was found in time to 
take up the slack when the Stanpac line 
switched to oil. But in the emergency, the 
Rio Vista gas had to be taken out at a 
highly accelerated rate. At the peak the 
field gave up 770 million cubic feet per 
day. 

So it was necessary to find more gas, 
somewhere, and PG&E started to nego- 
tiate with El] Paso Natural Gas Company 
for new supplies from Texas. 

This was done, approval of the affected 
federal and state agencies was granted, and 
El Paso contracted to supply PG&E with 
150 million cubic feet a day at Topock, 
southern end of the “Super Inch” route. 


Customer Service Problem 


iy was here that the company had to face 
one basic problem of a gas utility—how 


“WHEN ‘Super Inch' went into service in 1950, it substantially ex- 
panded PG&E's gas supply with its initial flow of 150 million cubic 
feet per day. The company meantime went ahead with a parallel line 
which increased the flow as each section was completed, and now 


950 million cubic feet a day are coming from Texas. This meant 


the Mojave expansion no longer had to be a dream. . 


. . American 


Potash & Chemical Company was the first to negotiate for PG&E's 
natural gas. It wanted at least 20 million cubic feet a day, and the 
contract negotiations were highly complicated because it was 60 
miles from ‘Super Inch,’ and the connecting pipeline would cost an 
estimated $1.7 million." 
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to serve its “firm” customers, such as those 
in the Bay area, and yet to provide fuel for 
new interruptible customers like those in 
the Mojave Desert. 

“Super Inch” went right through the 
Mojave. It was the logical source of 
natural gas for such enterprises as Ameri- 
can Potash & Chemical Company, its 
neighbor firms, and the Edwards Air 
Force Base. 

The “Super Inch” priority was in the 
northern area. In the face of the supply 
and demand, PG&E had to serve its estab- 
lished customers first. 

However, there was an opening wedge 
in the Mojave when the Federal Power 
Commission authorized the El Paso- 
PG&E contract. FPC directed PG&E to 
serve the Edwards Air Force Base and the 
small Southwest Gas Corporation when 
the line was opened, and this was done. 

Edwards might have been expected to 
build its own pipeline to cover the seven 
miles between the gas line and the air base. 
But Gumz considered the some 1,200 
homes that were going up for Edwards 
personnel, and offered to build the con- 
necting line to serve the residences on a 
retail basis. And it was done that way. 


“Super Inch” Expansion 

HEN “Super Inch” went into service 

in 1950, it substantially expanded 
PG&E’s gas supply with its initial flow of 
150 million cubic feet per day. The com- 
pany meantime went ahead with a parallel 
line which increased the flow as each sec- 
tion was completed, and now 950 million 
cubic feet a day are coming from Texas. 
This meant the Mojave expansion no 
longer had to be a dream. And during the 
fall and winter of 1954, Gumz was a com- 
muter between PG&E headquarters in San 
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Francisco and the Los Angeles area, 
where the Mojave companies had their of- 
fices. 

American Potash & Chemical Company 
was the first to negotiate for PG&E’s 
natural gas. It wanted at least 20 million 
cubic feet a day, and the contract negotia- 
tions were highly complicated because it 
was 60 miles from “Super Inch,” and the 
connecting pipeline would cost an esti- 
mated $1.7 million. 

Arrangements satisfactory to all were 
finally made, and AP&C, plus the adjoin- 
ing town of Trona, began taking the gas 
service in November of 1956. 


on big company, United States 

Borax, was changing from British 
to United States control and planning. a 
$20 million expansion job. It needed 
natural gas, and came on the PG&E line 
in early 1957. 

Permanente Cement Company, an old 
customer of PG&E at Los Altos in north- 
ern California, wanted to build at Cushen- 
berry Springs, in the southeastern corner 
of the Mojave, and wanted gas as its fuel. 
“Super Inch” supplies went into Cushen- 
berry Springs in March of 1957. 

One by one other big companies made 
the switch from costlier and less efficient 
fuels. And now the “Super Inch” service 
to the Mojave installations amounts to 
95 million-plus cubic feet per day. 

American Potash takes 20 million; 
West End Chemical Company, 6 million; 
California Portland Cement, 15 million; 
Permanente Cement, 10 million; U. S. 
Borax, close to 6 million; Riverside 
Cement, 16 million; Southwestern Port- 
land Cement, 20 million; and Edwards 
Air Force Base, about 2 million. 











This means that PG&E is fueling a 
tremendous set of enterprises, providing 
the gas for companies which in the ag- 
gregate do many millions of dollars worth 
of business each year. 


Desert Bleak But Rich! 
— Mojave Desert is a blazing hot, 
bleak expanse of 15,000 square miles 
in the south-central section of California, 
covering parts of Kern, San Bernardino, 
and Los Angeles counties. 

Once it was shunned as unlivable and 
worthless; today it is one of the greatest 
treasure troves of natural resources in the 
world. 

Virtually every mineral you can name 
is there. They are vitally useful in count- 
less commodities from rocket fuel to 
household soap. 


A CALIFORNIA STORY OF GAS PIONEERING 


Fueled by PG&E gas, American Potash 
is mining Searles Lake, a strange under- 
ground formation which lies 65 to 135 
feet beneath the desert surface at Trona. 

Though the overlying crust has been 
dry for at least 1,000 years, there is a 
tremendous deposit beneath, a thick brine 
rich in important minerals. 

Every day, American Potash pumps out 
3,750,000 gallons of the dense brine, and 
each year produces 800,000 tons of potash, 
borax, soda ash, salt cake, bromine, and 
lithium carbonate. 


Ws Enp CHEMICAL COMPANY, an- 
other PG&E natural gas customer, is 

also working the rich Searles deposit. 
This firm, a division of Stauffer 
Chemical Company, was able to install a 
new rotary-kiln plant when natural gas 





BORAX INDUSTRY HAS BOOMED! 


/ ‘S TILL another of the busy Mojave neighbors, U. S. Borax, represents the 

giant strides the borax industry has made since the days when the famed 
20-mule teams started hauling pet borate out of Death Valley in 1885. 
It produces a major share of the world's boron, an essential in rocket fuels, 


as well as countless other commodities. 

"U. S. Borax recently started a dramatic 
new operation in its huge plant on the ‘Super 
Inch’ near the town of Boron—an operation 
which PG&E's natural gas helped make pos- 
sible. This involved the expenditure of $20 
million to switch from underground to open-pit 
mining. Nine million tons of earth were gouged 
out to uncover the main underlying deposit of 
sodium borate, making possible almost 100 
per cent recovery of ore." 
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came in, ending the use of costly coke as 
fuel. 

The new kiln receives 250 tons of high- 
calcium limestone a day, and yields 140 
tons of lime and 200 tons of carbon 
dioxide gas for processing various sodium 
chemicals. 


pean another of the busy Mojave neigh- 

bors, U. S. Borax, represents the giant 
strides the borax industry has made since 
the days when the famed 20-mule teams 
started hauling sodium borate out of 
Death Valley in 1885. 

It produces a major share of the world’s 
boron, an essential in rocket fuels, as well 
as countless other commodities. 

U. S. Borax recently started a dramatic 
new operation in its huge plant on the 
“Super Inch” near the town of Boron— 
an operation which PG&E’s natural gas 
helped make possible. 

This involved the expenditure of $20 
million to switch from underground to 
open-pit mining. Nine million tons of 
earth were gouged out to uncover the main 
underlying deposit of sodium borate, mak- 
ing possible almost 100 per cent recovery 
of ore. 

This compound is one of the most im- 
portant chemicals in modern life. It has 
more than 100 industrial uses, including 
rocket fuel and soap, ceramics and glass, 
insulation material, starch adhesives, 
drugs, cosmetics, gasoline additives, and 
plant foods. 


Large Cement Customers 
Poe's cement company customers loom 
large in Mojave industry. A big expan- 
sion program at California Portland 
Cement, southwest of the town of Mojave, 
has added three large new kilns to make 
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a total of five. The annual capacity is 
about 24.5 million sacks of cement a year, 
enough to produce some 100 million to 
125 million cubic feet of concrete, and con- 
tributes substantially to California’s build- 
ing program. 

When another customer, Permanente 
Cement, opened its $13 million plant at 
Cushenberry Springs in 1956, the com- 
pany became the largest cement producer 
in the seven western states. The Cushen- 
berry installation alone has a capacity of 
10 million sacks a year. 

Southwestern Portland Cement started 
forty-two years ago at Victorville with a 
one-kiln operation and now has nine 
kilns, operates around the clock, and em- 


ploys 500. 


Riverside Cement, also at Victorville, 
has been moving forward, too. It finished 
a $4.4 million expansion job in 1956 and 
has been almost completely rebuilt since 
World War II. 


Armed Services Gas Users 


hyena Arr Force Base, PG&E’s first 

Mojave customer, is well known to 
men who trained there as World War II 
fliers. The hard surface of Rogers Dry 
Lake contained a 650-foot model of a 
Japanese cruiser, on which P-38, B-25, 
and B-24 pilots practiced strafing, identifi- 
cation, and skip bombing in the war years. 

The base, covering 300,000 acres, has 
thousands of military and civilian person- 
nel and is a key installation in the Air 
Force program. 

Still more service is planned in the area, 
for instance at the Naval Ordnance Test 
Station, China Lake, another rapidly 
growing and important military station. 

Overall, PG&E’s gas service not only 

















spurs industrial development but actually 
works to lower its rates for electricity. 

In times of ordinary consumer demand, 
the company uses a good deal of gas itself. 
It is the most economical way of fueling 
its steam-electric power plants. 


Winter Changeover 
B" of course when the fog closes in on 
San Francisco on a cold winter eve- 
ning, for instance, and heaters and fur- 
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naces light up all over the area, PG&E 
becomes its own “first interruptible cus- 
tomer.” 

Then the steam plants go back to oil 
until gas again becomes available in ade- 


quate amounts. =i 


Peter Donahue’s picturesque gas lamps 
no longer light the San Francisco streets. 
But he would no doubt look with a 
measure of pride on the achievements of 
his company’s great-great-grandchild. 





The New Union Concept 


Ss idea of a labor union as an association spontaneously 
formed by individual employees to equalize their bargain- 
ing power and protect themselves from exploitation by a powerful 
employer is as obsolete as the horsecar. Today's typical union is a 
big business dealing in labor and selling its services to those who 
can be induced or forced to buy them. Like other organizations, 
it seeks constantly to expand the scope of its operations, its power, 
and its income. And it works, for the most part, outside the laws 
that govern the activities of individuals and organizations in general. 

“In a word, the problem of monopoly, which was wisely dealt 
with by Congress two-thirds of a century ago, has reappeared in 
a form quite as threatening as that in which it appeared in the 
latter part of the nineteenth century, and in some respects more so. 
Then it was capital monopoly; now it is labor monopoly. The effect 
is the same: monopoly prices. And the victim is the same: the 


consumer. 


“There are several ways in which labor monopoly represents a 
greater threat to the continuing welfare of a free economy than 
capital monopoly ever did. For one thing, it is more far-reaching, 
because labor is by far the most important element in cost and 
hence in price. No industrial combination ever gave the most remote 
sign of attaining the economic power that is wielded by today’s 
unified labor movement. To this economic power must be added 
political power, because organized labor represents many votes and 
because most political thinking on labor problems is still colored 
and befogged by the outdated concept of the downtrodden working- 
man, Most important of all, experience has shown that labor 
monopoly, working in conjunction with other restraints on free 
competitive markets, is gradually undermining the value of money, 
a process which, unless curbed, can eventually destroy not only 
economic welfare but national security as well.” 

—Excerpt from The Guaranty Survey, 
published by Guaranty Trust Company of New York. 
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Legislative Oversight 


7. House subcommittee investigat- 
ing federal regulatory agencies will 
wind up its activities for the year with a 
report to Congress on its findings over the 
last nine months of probing such agencies 
as the Federal Communications Commis- 
sion, Civil Aeronautics Board, Securities 
and Exchange Commission, and Federal 
Power Commission. What recommenda- 
tions the report will contain must await its 
publication, although there are rumors 
that the subcommittee may suggest drastic 
changes in the way government regulatory 
commissions do business. 

At this writing, the future of the Sub- 
committee on Legislative Oversight re- 
mains uncertain. Since the subcommittee 
was specially created this year for a spe- 
cific purpose, it automatically goes out of 
business at the end of the year. There are 
indications that the House Democratic 
leadership, which inspired the creation of 
the subcommittee, has gotten more than it 
bargained for, and that there will conse- 
quently be no attempt to re-establish it 
when Congress meets in January. Both 
Subcommittee Chairman Harris (Demo- 
crat, Arkansas) and House Speaker Ray- 
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burn (Democrat, Texas) are said to be 
becoming increasingly sensitive to criti- 
cism of the methods used by the House 
investigators, not the least of which has 
been a tendency to prefer headline hunting 
to constructive fact finding. 

Representative Harris has predicted 
that there would be continued congres- 
sional surveillance of the regulatory com- 
missions next year, but on a much re- 
duced scale. This has been taken by some 
observers to mean that the subcommittee 
will not be re-established and that any 
watchdog functions thought desirable will 
be taken care of by some permanent sub- 
committee of the House Interstate Com- 
merce Committee. It is fairly certain that 
the House won’t follow the advice of the 
subcommittee’s first chief counsel, Bernard 
Schwartz (who was later fired), that a 
permanent subcommittee be created for the 
specific purpose of riding herd on federal 
regulatory commissions. 


7 subcommittee’s final report may 
very well contain a recommendation 
for continuing a closer check by Congress 
on the regulatory agencies which, while 
appointed by the President, are considered 
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arms of the legislative branch. But this 
need not involve extending the life of the 
Subcommittee on Legislative Oversight. 
Another recommendation is likely to be 
the establishment of a standard code of 
ethics, backed by law, for the regulatory 
agencies. Some witnesses before the sub- 
committee said no such code could be 
effectively drawn or that the only guaranty 
of ethical practices is the integrity of men 
appointed to the commissions. Others, 
however, seemed to make more impression 
on subcommittee members when they said 
that in many cases the commissions would 
welcome congressional guide lines. 

One likely recommendation may involve 
the way in which the commissions, or at 
least their chairmen, are selected. Harris 
has referred to some concern among sub- 
committee members over what he called a 
concentration of power in the chairmen of 
the regulatory agencies who, under present 
law, are designated by the President. 
There is nothing to prevent Congress from 
providing some other way of designating 
the chairman of a regulatory commission. 

It is interesting to note that charges of 
irregularity against the federal commis- 
sions were sharply challenged recently in 
testimony by government attorneys and 
private practitioners alike. Robert W. Gin- 
nane, general counsel for the Interstate 
Commerce Commission, asked the sub- 
committee to show more perspective in 
considering isolated instances of miscon- 
duct which have been brought to light. He 
pointedly noted that there have been “‘more 
instances of outright sale and purchase of 
justice” in the courts than in federal regu- 
latory agencies. 


Rr Hearing Examiner Joseph Zwerd- 
ling, and Professor Kenneth C. Davis 
of the University of Minnesota, supported 
Ginnane. Zwerdling said if the judicial 
functions were moved at all, they should 


be vested in a separate regulatory court 
distinct from the regular courts. Even then 
he did not believe resulting procedural re- 
form would prove any more effective than 
under the present commission system. 
Professor Davis pointed out that those 
who propose such a transfer should bear 
“the burden of supplying reasons in favor 
of the change.” 

Undue restrictions on the commissions 
would “disperse the present centralized re- 
sponsibility and open the way to additional 
delays,’’ FPC General Counsel Willard W. 
Gatchell warned the subcommittee. But 
there was some support for the proposition 
that the legislative functions of the com- 
mission, as distinguished from their judi- 
cial functions, should somehow be curbed. 
Donald C. Beelar, a Washington, D. C., 
attorney, said that there has been a “pro- 
gressive shifting of legislative powers” 
away from Congress. 


gms M. Lanois, former chairman of 
the SEC and CAB, told the House in- 
vestigators that they should give less at- 
tention to scandal hunting and more to the 
rewriting of laws which he said now fo- 
ment “lobbying at its worst” at the White 
House. Landis said there would be fewer 
scandals in government and less work for 
special committees like the House Subcom- 
mittee on Legislative Oversight if Con- 
gress would put effort into getting good 
men into federal jobs rather than writing 
codes of ethics for political hacks. He also 
suggested that the subcommittee give im- 
mediate attention to two situations which 
give the White House authority to over- 
ride decisions made by two of the federal 
regulatory agencies. He said the decision 
in such cases usually went to a company 
with the best White House connections. 
Landis said that delegation of authority 
to the White House to oversee the deci- 
sions of the CAB in international route 
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cases, and also decisions of the Tariff 
Commission have been miserable failures 
and have been responsible for the genera- 
tion of some of the worst practices in the 
administrative disposition of cases. Such 
a procedure, he said, places a premium on 
lobbying in its worst characteristics. “It is 
obvious that the President personally can- 
not digest these enormous records and that 
the decision will be made at some lower 
level on consideration apart from the rec- 
ord. Whatever decision is finally signed by 
the President is not reviewable for any 
reason in any court,” Landis pointed out. 

Landis criticized the House Interstate 
and Foreign Commerce Committee, parent 
committee of the Legislative Oversight 
Subcommittee, for alleged “interference” 
in the establishment of agency policy by 
some of the regulatory agencies the sub- 
committee has been investigating. “The 
most patent of these is the recent action 
of the House Interstate Commerce Com- 
mittee in setting aside a carefully worked 
out program of the Federal Communica- 
tions Commission in the field of subscrip- 
tion television,” Landis said. “True, the 
Congress as a whole can change and alter 
laws that it has enacted, but for a commit- 
tee of the Congress to threaten reprisals in 
the event that its conceptions and predi- 
lections are not carried out, is to attempt 
to destroy the very concept of the inde- 
pendent commission.” 


8 
Modified Preference? 


ene Neuberger’s scheme for set- 
tling the dispute over distribution of 
federal power from Columbia river facili- 
ties in the Pacific Northwest considerably 
livened hearings held this month in Wash- 
ington, Idaho, Oregon, and Montana on a 
proposal to establish a TV A-type author- 
ity for the Columbia valley. Among the 
opponents of the plan to replace the Bonne- 
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ville Power Administration with a Colum- 
bia River Development Corporation are 
those who object to the “preference” 
clause which gives public agencies first call 
on all power from federal power develop- 
ments. This has been particularly irksome 
to Senator Neuberger’s Oregon constitu- 
ents, who live in a state where 85 per cent 
of the power is distributed by investor- 
owned utilities. This means that under the 
present system of “preference,” the bulk of 
federal power in the area goes to Wash- 
ington state, where power distribution is 
dominated by public agencies. 

Senator Neuberger originally proposed 
an amendment to the Bonneville Power 
Act last spring which would have modified 
the traditional “preference” principle to 
bring about more equitable geographical 
distribution of power. The Oregon Sena- 
tor now proposes to incorporate the 
amendment into a bill, to be considered 
next year by Congress, to establish what 
amounts to a Columbia Valley Authority. 
Under Neuberger’s amendment, the cor- 
poration would allocate new power sup- 
plies “so as to assure that there shall be no 
unreasonable geographic concentration.” 


HE suggested change in the “prefer- 
ence” clause has not endeared Neu- 
berger to his Democratic colleagues from 
the Pacific Northwest, who have generally 
been considered kingpins of the public 
power bloc in Congress. Moreover, Neu- 
berger’s latest proposal will do little to 
win the support of those who oppose a 
regional power authority on the ground 
that it would lead to more autonomous 
federal domination of the area’s power re- 
sources development. Among these is the 
Pacific Northwest Development Associa- 
tion. 
In addition, the National Reclamation 
Association may be expected to oppose a 
valley authority for the Columbia basin. 












At its recent annual convention in Hous- 
ton, Texas, delegates from seventeen west- 
ern states went on record against the 
creation of federal corporations as regional 
or valley authorities to develop water re- 
sources. This group also called on Con- 
gress to enact a water law “so clear and 
unambiguous” that it would be “incapable 
of evasion by either Executive Order or 
judicial interpretation.”’ The law, said the 
association, should also require federal 
agencies to recognize the paramount rights 
of the states to the water within their 


borders. 
a 


REA’s Future 


pb hex Rural Electrification Administra- 
tion will have plenty to do for at 
least the next twenty years, according to 
the agency’s outlook report for 1959. “The 
future of rural electrification can be sum- 
marized in three phrases: more people, in- 
creased consumption, heavier plants,” the 
report states. It noted that while the num- 
ber of farms is decreasing, this does not 
mean that the rural population as such is 
doing the same thing. The report points 
out that a movement to the suburbs and 
to small-tract garden and farm units is 
increasing the demand for rural power. 

“More nonfarm families will move into 
rural areas,” the report predicted. “Many 
will buy homes in new suburban housing 
developments. More retired people will 
buy country homes to escape the high liv- 
ing costs of the city. As highways are im- 
proved, more commuters will seek a rural 
environment for their families. And in 
many areas, the resort boom will con- 
tinue.” 

All these developments will encourage 
the establishment of more business and in- 
dustrial units in rural areas, the report 
continues. “The number of farms will 
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diminish and families that give up farming 
will be reclassified as nonfarm. But those 
farms that remain will use more electricity 
for farm chores.” REA thinks these trends 
will continue for at least twenty years. It 
is ironic that this picture of rural power 
demands was painted at a time when some 
administration leaders are proposing a re- 
duced role for REA, including higher in- 
terest rates on loans and the use of private 
funds for future expansion. 


NCIDENTALLY, it has been reliably re- 
ported that the administration will rec- 
ommend taxation of co-operative enter- 
prises in its next budget, although such a 
move probably would not affect rural elec- 
tric and telephone co-ops. Such a move 
would be aimed primarily at savings and 
loan associations and mutual savings 
banks. The Treasury came out last year 
in favor of a tax on co-ops, which would 
tax their earnings only once — either 
when earned or as paid out in dividends. 

The business community has _ long 
pressed for a tax on co-ops as a means of 
bringing more equality into situations in 
which co-ops compete with other business. 
Now that the election is over, some Demo- 
crats are said to feel that 1959 would be 
a good time to close the co-op tax “loop- 
hole,” in return for closing other “loop- 
holes” which aid business. One item cer- 
tain to be an issue in the next Congress is 
the 274 per cent tax depletion allowance 
for oil and gas wells. 

Among those favoring a tax on co-ops 
is Representative Mills (Democrat, Ar- 
kansas), chairman of the influential House 
Ways and Means Committee. Mills is said 
to be convinced that the answer to deficit 
spending lies in making more income sub- 
ject to taxation, rather than raising or 
lowering general tax rates for corpora- 
tions and individuals. 
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Telephone Advisory Meeting 


Ov November 24th and 25th the tele- 
phone advisory committee to the 
REA met at the Agriculture Department 
offices of REA in Washington, D. C. The 
17-man advisory committee, which is 
composed of co-operative and commercial 
telephone company representatives (both 
Bell and independent), met at the invita- 
tion of REA Administrator David A. 
Hamil to consider various ways and 
means for improving the REA rural tele- 
phone program. 

In a press conference which followed 
the two-day meeting, it was disclosed that 
the committee had considered three main 
items of REA rural telephone loan opera- 
tions: 

First, it considered the possibility of 
streamlining or simplifying engineering 
contracts for REA borrowers. It was 
pointed out that some of the things now 
being done by REA engineers could be 
taken care of on a local basis, saving 
time and money. 

Secondly, the committee considered the 
streamlining of application forms and pro- 
cedures—especially under circumstances 
where applicants have already borrowed 
on previous occasions. The elimination of 
unnecessary paper procedure under such 


DECEMBER 18, 1958 





circumstances would save time and avoid 
needless duplication of effort and ex- 
pense. 

Third, the committee considered proce- 
dures for securing the widest feasible 
distribution of rural telephone service. 
Among technical matters discussed were 
buried cable and long-strand construction. 
The prediction was expressed that as 
much as 40 per cent of future construc- 
tion may be buried in the ground. 


fe chairman of the committee, 
Harold C. Ebaugh, manager of the 
Triangle Telephone Association, Inc., a 
co-operative in Havre, Montana, said that 
it was important that Congress continue 
to appropriate sufficient funds for rural 
telephone loans. However, REA Chief 
Hamil pointed out that at no time in the 
past had REA turned down a loan for 
lack of funds. He predicted there would 
be about 70 new borrowers during the 
current fiscal year. (There were 66 dur- 
ing the last fiscal year.) Most REA bor- 
rowers are “repeats’—supplemental loans 
to companies which have borrowed be- 
fore. Loans by June of 1959 were ex- 
pected to reach the $100 million mark. 
Hamil said REA’s telephone program is 
meeting its objective and will continue 

















to do so to make rural telephone service 
available to those who need it. 

Eight new members have been ap- 
pointed to the 17-man advisory committee 
for two-year terms ending June 30, 1960: 
James A. Cobb, manager, Heins Tele- 
phone Company, Sanford, North Caro- 
lina; Donald Dickson, manager, Project 
Mutual Telephone Co-operative Associa- 
tion, Inc., Rupert, Idaho; Clyde E. 
Eskridge, manager, Mid Century Co- 
operative Telephone Association, Canton, 
Illinois; J. P. Maguire, president, Central 
California Telephone Company, Taft, 
California; D. J. McKay, manager, 
Golden Belt Telephone Association, Inc., 
La Crosse, Kansas; Downing Musgrove, 
president, Homerville Telephone Com- 
pany, Inc., Homerville, Georgia; Harold 
G. Payne, president, Murraysville Tele- 
phone Company, Greensburg, Pennsyl- 
vania; W. G. Winters, president, Texas 
Telephone & Telegraph Company, Hous- 
ton, Texas. 


pana members of the committee 

are: Roy C. Boecher, manager, 
Pioneer Telephone Co-operative, Inc., 
Kingfisher, Oklahoma; Harold C. 
Ebaugh, manager, Triangle Telephone 
Association, Inc., Havre, Montana; Har- 
old L. Ericson, president, Minnesota 
Central Telephone Company, Hector, 
Minnesota; Fred R. Harris, president, 
Southern Telephone Company, Brooklyn, 
Michigan; William C. Henry, president, 
Northern Ohio Telephone Company, 
Bellevue, Ohio; Edward D. Hildreth, 
manager, DeKalb Telephone Co-operative, 
Alexandria, Tennessee: Joe Roberts, 


president, Inter-County Telephone Com- 
pany, Gallatin, Missouri; and Riggs Shep- 
perd, manager, Southwest Texas Tele- 
phone Co-operative, Inc., Hondo, Texas. 


Orla L. Moody, staff engineer with 
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the American Telephone and Telegraph 
Company, New York, New York, was 
reappointed for the two-year term ending 
June 30 ,1960. 

¥ 


Diversified TV Ownership 


HE long-discussed and controversial 

question of whether existing owner- 
ship of radio, television, or other com- 
munication interests should be a bar to 
the ownership of additional television li- 
censes was examined in a recent decision 
of the U. S. court of appeals for the 
District of Columbia circuit. The split 
decision of the court (two to one) indi- 
cated that the so-called “diversification 
of ownership” was only one factor in 
determining the eligibility of ownership 
and that it was not necessarily a con- 
trolling one. 

The majority of the court upheld the 
right of WBIR, Inc., to continue op- 
erating television Channel 10 in Knox- 
ville, Tennessee. The court rejected an 
appeal by an unsuccessful applicant for 
that channel before the Federal Com- 
munications Commission two years ago. 
The unsuccessful applicant was Tennes- 
see Television, Inc. 

Tennessee Television contended it 
should have been granted the channel 
because of an FCC policy that too many 
communications outlets should not be 
owned by the same stockholders. It said 
WBIR already was in the radio business 
in Knoxville and that, at that time, part 
of WBIR’s stock was owned by the 
family of the late Senator Robert A. Taft, 
which operates stations in Cincinnati and 
Columbus, Ohio, and other cities. 

Judges Charles Fahy and Warren E. 
Burger ruled that “diversification of 
ownership” was only one factor and that 
in considering a long list of rival claims 
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the FCC had a right to decide WBIR 
was generally best qualified to operate 
the station. Judge David L. Bazelon 
dissented, saying the ruling “has effec- 
tively nullified the diversification and 
antimonopoly policy long recognized as 
one of the basic underlying considerations 
in the enactment of the Communications 
Act.” 

In a related appeal, all three judges 
agreed that Tennessee Television, once 
having lost its bid for the station, could 
not protest when WBIR applied for per- 
mission to move its antenna and studios in 
Knoxville. Scripps-Howard Radio, Inc., 
was another unsuccessful applicant for 
the channel but did not appeal. 


° 


T cleprinter Rates Boosted 


pee FCC ruled on November 27th 
that preliminary findings support “the 
need for some increases on an interim 
basis” in private-line teleprinter rates. 
The commission issued a formal order 
confirming its action November 26th per- 
mitting the American Telephone and 
Telegraph Company and Western Union 
to raise teleprinter rates effective Decem- 
ber 2nd. The FCC estimated the in- 
creases would cost customers of the two 
firms $12.7 million more a year. 

“The record in the proceedings herein, 
supports the need for some increases on 
an interim basis in the charges for the 
private-line telegraph services of both 
AT&T and Western Union pending the 
conclusion of the proceedings,” the FCC 
order said. However, the commission or- 
dered the two firms to keep accurate rec- 
ords of proceeds from the increases in the 
interest of protecting customers “against 
any charges that may ultimately be found 
not justified . . .” 

The rate hikes were protested by the 
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American Newspaper Publishers Associa- 
tion, the National Association of Broad- 
casters, United Press International, the 
government’s General Services Adminis- 
tration, the American Stock Exchange, 
and a score of other major users of tele- 
printer service. UPI and other major 
customers contended the increases would 
force small newspapers and radio stations 
to reduce or get rid of their news agency 
services, thus reducing the free flow of 
news to the public. Other users, including 
the New York Central Railroad, con- 
tended they might have to discontinue 
their private-line telegraph service. 


T= FCC has been investigating pri- 
vate-line service rates for more than 
two years. The increases allowed in tele- 
printer rates were on an interim basis 
pending a decision on permanent rates 
in the long-range study. AT&T estimated 
the rate increase would cost its customers 
an additional $8.4 million annually. 
Western Union estimated its increased 
revenue would amount to $5 million. But 
in its order, the FCC estimated the in- 
creases would raise AT&T revenues by 
about $8.5 million and those of Western 
Union by $4.2 million a year. 

AT&T said the higher charges would 
give it a 4.9 per cent return on teletype 
service and Western Union estimated its 
new rate at 5.4 per cent. Both said their 
current rate of return on the service was 
about 2 per cent. 


e 


FCC to Ban Secret Pressure 


fi House Subcommittee on Legisla- 
tive Oversight has been informed by 
the FCC that new legislation will be 
asked in the next session of Congress to 
ban secret contacts with commissioners by 
anyone—including Congressmen and ad- 

















ministrative officials—in cases before the 
FCC, 

The disclosure came in a letter to the 
chairman of the subcommittee, Repre- 
sentative Harris (Democrat, Arkansas), 
from FCC Chairman John C. Doerfer. 
Doerfer said he would ask Congress to 
prohibit commissioners from accepting 
fees for outside speech making. In Febru- 
ary, Doerfer himself testified he received 
$1,270 in fees, travel and hotel expenses 
on trips to broadcasting industry meet- 
ings. 

The subcommittee heard further con- 
flicting testimony in the Pittsburgh Chan- 
nel 4 television case, and then concluded 
its hearings. The subcommittee is due to 
go out of existence January 6th, and it 
is uncertain whether it will be renewed 
by the new Congress. Representative Har- 
tis said November 26th he favored some 
kind of continued watchdog machinery 
for the federal agencies, but he did not 
elaborate. 


HE section of the Communications Act 

which Mr. Doerfer said he will ask to 
have amended already prohibits ex parte 
(off-the-record) contacts with commis- 
sioners by parties to a quasi-judicial pro- 
ceeding, such as a contest for a television 
license. 

As proposed by Mr. Doerfer, the statute 
would be changed “to prohibit any per- 
son (except as authorized by law) from 
making a presentation to the commis- 
sioners except on the record.” FCC Asso- 
ciate General Counsel Edgar W. Holtz 
said the new statute sought would prohib- 
it secret contacts by anybody, not just 
parties to a case, including Congressmen 
and other public officials. Mr. Holtz said 


‘ 


the proposed ban on contracts by “any 
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person” would also apply to members of 
the White House staff. 


HIs would allow Congressmen or 

others to contact commissioners about 
a case, provided such contacts became 
part of the public record. The FCC action 
came less than three weeks after Attorney 
General William P. Rogers recommended 
that both commissioners and applicants 
be disqualified for engaging in undisclosed 
contacts in adjudicatory cases. 

The Attorney General took this position 
in recommending that three applicants in 
the Miami Channel 10 case, now under 
FCC review, be disqualified. Subcommit- 
tee hearings in that case led to the resig- 
nation of FCC Commissioner Richard A. 
Mack and the subsequent indictment of 
both Mack and his money-lending friend, 
Thurman A. Whiteside, Miami attorney, 
active for National Airlines, which won 
the channel. The case is awaiting trial. 


¥ 


California Rate Appeal 
Rejected 


i iiee California supreme court on No- 
vember 26th turned down a petition 
by the city of Los Angeles to review a $15 
million annual phone rate hike in the Los 
Angeles extended area. 

The increase involves multimessage 
rates. The city attorney’s office attacked 
the rate hike on the ground it was award- 
ed by the public utilities commission to 
Pacific Telephone & Telegraph Company 
without full public hearings. 

The court also rejected a petition by the 
city of San Diego for review of the com- 
mission’s decision of last May 6th which 
awarded PT&T $27.5 million more a year 
in rates. 
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Advantages of Commonwealth 
Edison’s Cash-Stock 
Dividend Policy 


Wa Ter Leason, of Gregory & 

e Sons, members of the New York 
Stock Exchange, has issued a special re- 
port on the “Revolutionary Cash-Stock 
Dividend Policy Whereby Utility Earn- 
ings Can Be Utility Dividends,” which 
we summarize as follows: 

For the first time practical ‘mechan- 
ics” have now been developed (by Com- 
monwealth Edison) for consistently pay- 
ing cash and stock dividends approxi- 
mately equal to earnings. A return card 
to be used by the stockholder provides for 
the sale of whole and/or fractional shares 
through a banking agent, and payment of 
the cash proceeds to him; fractional 
amounts can be bought to round out to 
full shares. If a fiduciary is entitled to 
100 shares of dividend stock, he may re- 
turn the card directing that a certain pro- 
portion of the shares be mailed in stock 
and the balance sold. Thus the program is 
as flexible as possible for stockholders. 

He also suggests that the average in- 
vestment portfolio might well hold as 
much as 25 per cent in electric utility 
stocks—a larger percentage than is usual- 
ly the case. “For many years,” he states, 
“the growth of the electric utility indus- 
try has been outstanding, but relatively 
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unrecognized; in some utility stocks, an 
investment would have doubled in value 
within just the last three years.” Utilities 
were little affected by the industrial reces- 
sion earlier this year, he points out. 


HE new combination cash-stock divi- 

dend policy would reinforce these 
natural advantages of electric utility 
stocks, for these reasons: 

There is a high cash yield option; for 
example, the total yield on Common- 
wealth Edison (at 52) would be 5.8 per 
cent. 

The discount value of the stock divi- 
dend (worth about $1.04 this year) would 
be $7.36 assuming that the extra payment 
will continue for ten years. This is about 
the amount by which Commonwealth in- 
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creased immediately after the announce- 
ment (although it later lost about two- 
thirds of the advance). 

With this virtually full pay-out, the 
stock should tend to sell more directly on 
earning power; under present dividend 
policies, the market has had a tendency to 
value earnings paid in dividends far more 
highly than retained earnings. 

Stockholders aiming at capital appre- 
ciation rather than current income can re- 
tain their stock dividends, which are not 
taxable as income. 

The investor has the choice of taking 
cash or stock in each individual year, 
which flexibility is valuable. 

The full dividend pay-out (partly in 
stock) seems uniquely applicable to the 
utility industry and its adoption by many 
utility companies would not be surprising, 
he thinks. Unlike industrial companies, 
utility earnings need not be held back as 
reserves to pay for new products, engi- 
neering costs, etc., and there is no worry 
over competition or obsolescence. (How- 
ever, we might point out there are some 
risks due to weather factors, poor man- 
agement, bad regulation, and special forms 
of competition. ) 


F ipeconameea adopting the cash-stock full 
payment policy may be appraised at 
a higher level than formerly, and also 
relative to industrials of comparable qual- 
ity. Industrial equities face the hazards of 
domestic and foreign competition and full 
pay-out is rare. 

The new policy might help to justify 
purchase of the “fast growth” utilities, 
where low pay-outs and very low yield 
discourage the potential purchaser. More- 
over, the funds represented by the stock 
dividend payment would remain to “com- 
pound” for benefit of all stockholders. 

In past years the earnings of many elec- 
tric utilities have been subject to consid- 
erable dilution from stock financing. 
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While common stock issues are now 
spaced further apart, nevertheless result- 
ing dilution causes irregularity in share 
earnings, mitigated by such devices as the 
credit for interest on construction and use 
of “average shares.” In our opinion, use 
of an annual stock dividend to increase 
cash and help provide construction funds 
may be considered a stabilizing device. 
Only about one per cent of Common- 
wealth Edison’s stockholders recently de- 
cided to take cash, preferring the capital 
appreciation aspect of stock dividends. In 
1959 earnings may rise to $3.50 a share 
(versus an estimated $3.30 for 1958) and 
a 3 per cent stock dividend might be paid, 
according to Leason. If a policy of 80 per 
cent cash pay-out were still followed, the 
cash dividend would be $2.80; on this ba- 
sis the cash savings resulting from pay- 
ment of the stock dividend would be 80 
cents a share on the 18,385,000 shares 
outstanding, or about $14,720,000. 


W: estimate that the average annual 
cash requirements of Common- 
wealth during 1959-61 might be $100 
million, so that this saving would equal 
about 143 per cent of such requirements, 
which percentage might increase in later 
years. In 1957 all electric utilities raised 
about 17 per cent of all new money by 
equity financing; and in the first few 
months of 1958 the percentage was less 
than 10 per cent. Thus Commonwealth 
may be able to avoid equity financing, 
with the new policy. 

If the cash-stock dividend policy were 
generally adopted by the industry, the 
growth utilities with their low dividend 
pay-outs would be most affected. Yield 
would then become the reciprocal of the 
price-earnings ratio. The average electric 
utility stock, selling now at 16.9 times 
earnings, would then yield nearly 6 per 
cent; a growth stock selling at 20 times 
earnings would yield 5 per cent; and a 
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“fast growth” utility at 25 times earnings 
would afford a 4 per cent return—instead 
of 2 per cent as in the case of Florida 
Power & Light. 

Mr. Leason’s brochure includes a table 
for leading utility companies (by area 
groups) showing yield with a 100 per cent 
pay-out, present retained earnings per 
share, book value, the percentage earned 
on book value and on retained earnings, 
and the value of a possible stock dividend. 
“In most cases,” he points out, “it can be 
observed that the pro forma stock divi- 
dend is well below the per cent earned on 
retained earnings. From this, we conclude 
generally that earnings growth is at a 
higher rate than the stock dividends that 
would be paid, and that a stock dividend 
policy need only moderate the growth of 
earnings per share.” 

This topic should be of considerable 
importance to the industry, and further 
discussions may appear in this department 
from time to time. We should be glad to 
obtain our readers’ reactions and com- 
ment, pro or con. 
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Lag in Orders for New 
Generators—Another “White 
Sale” Possible? 


_ of the EEI Electric Power 
Survey, a summary of which was 
presented in the last issue, are now avail- 
able. The committee pointed out that fur- 
ther reductions in December, 1958, peak- 
load forecasts have been made since the 
previous survey last spring, but that some 
of the new figures may still be on the op- 
timistic side. Similar reductions in fore- 
casts of peak loads for coming years 
should not be interpreted, according to the 
committee, as indicating any substantial 
drop in the previously anticipated rate of 
growth. “Rather,” the committee states, 
“these revised forecasts indicate aware- 
ness of the inevitable delay — brought 
about by the recession—in the normal rate 
of growth. . . . While there is a certain 
amount of flexibility in the rate at which 
construction of new power projects can 
be brought to completion, voluntary de- 
lays, after a certain point is reached, be- 
come uneconomical. This is particularly 
true for new thermal projects designed 
for higher efficiencies offering immediate 
fuel and labor savings.” 

The committee believes that electric out- 
put for calendar 1958 will be quite close 
to that for 1957, with current gains about 
offsetting declines earlier in the year. 

Cut backs in scheduled additions of new 
capacity are naturally larger in industrial 
areas which have felt the effects of the re- 
cession the most. In Region II, which in- 
cludes the central industrial area, the 
present forecasts of year-end capability 
for 1958, 1959, and 1960 are about 4 per 
cent lower than those of a year ago. For 
the country as a whole the cut back for 
each of these years is only about 14 per 
cent. 


Orders for new heavy power equip- 





& 
ment by U. S. electric utilities, in millions 


of kilowatts, have been as shown in table 
above. 


|. geen of the sharp decline in the 

backlog of orders for steam-generat- 
ing equipment (about one-third as much 
was ordered in the first nine months of 
1958 as in the same period last year) 
there has been some talk recently about 
the possibility of another “white sale” 
such as occurred in 1953—competitive 
price cuts by makers of electric genera- 
tors. While new orders for hydraulic tur- 
bines have been much better this year than 
last, possibly due to the Niagara Falls 
project, makers of these turbines (Allis- 
Chalmers, Baldwin, James Leffel, New- 
port News Shipbuilding, and S. Morgan 
Smith Co.) are much concerned with the 
future trend of their business and have 
appealed to the U. S. Office of Defense 
Mobilization to bar foreign-made tur- 
bines in the interest of national security 
and defense. Hydraulic turbines are usual- 
ly of tremendous size with weights meas- 
ured in hundreds of tons, and require “ele- 
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New Orders Placed Backlog of 
Year Year 9Mos. rders 
1956 1957 1958 10/1/57 10/1/58 
Steam Generators .......... 16.1 9.3 2.6 35.2 25.5 
Hydraulic Turbines ........ 1.8 ES 3.9 3.8 5.6 
AROUAL ss siciera oaisleworesrereittors 17.9 10.8 6.5 39.0 31.1 


phant” machine tools. Since the wage fac- 
tor accounts for about half the contract 
price of a turbine, American manufac- 
turers’ bids are usually substantially high- 
er than those made by foreign companies 
with lower wage scales. 


rr may be of interest to compare com- 
mittee estimates of increases in kilo- 
watt-hour output by years for different 
regions. (The percentage under each year 
indicates the anticipated increase over the 
previous year.) See table below. 

The substantial amount of surplus ca- 
pacity now envisaged for the U. S. as a 
whole (about 25 per cent with median 
hydro conditions) should permit heavier 
use of more efficient equipment. Some 
benefits may be gained, however, by re- 
taining obsolete equipment for use in peak 
shaving periods. 

m 


a 


Peaking Economies Claimed 


For GM Diesel “MU-60” 


( oe Motors’ electromotive divi- 
sion, which used to specialize in large 


1957 1958 1959 1960 1961 


I—Northeast .......... 3% 4% 9% 8% 7% 
II—East Central ....... 4 -- 13 9 6 
I1I—Southeast .......... 5 11 9 10 
IV—North Central ..... 4 Z 8 7 6 
V—South Central ..... 6 8 14 12 11 
VI—West Central ...... 5 10 9 10 Z 
ViI—Northwest ......... 4 D1 15 8 7 
ISASt PUES occ ccewessaneeas 2 4 15 6 6 
West: Dive icc cscs 4 D2 15 8 8 
VIilII—Southwest ......... 10 4 8 8 7 
MEGAN: osx. widen eaneeccins 5 3* 11 9 8 





*Since these figures were prepared, the general trend indicates that 1958 


may not show amy increase over 1957. 


1033 





DECEMBER 18, 1958 








PUBLIC UTILITIES FORTNIGHTLY 














































































































































































































1957-58 MONTHLY PRICE TRENDS OF UTILITY STOCK GROUPS 
80 80 
)) * 
oe 
70 A > aT 79 
6 GAS PIPE LINES* i 
60 ay 7) NS 60 
47 
50 7 50 
4-2 
bas 11 GAS open a “il 
40 NG Let 40 
Fa . “Ty 4 
OP mit TY 
10 “GROWTH” ELECTRIC UTILITIES*; 
i 
30 A7— 30 
= - 
ame 
30 ELECTRIC UTILITIES* a4 
] a? 
= ——. ~_ 
20 20 
i 3 TELEPHONE™ 4 
— | | 
=> aa 
1957 1958 
10 ae I 10 
J FMAMIJI SAS ONODJSFMAMIJISJSASONOD 
* STANDARD & POOR'S INDEX **p UF, INDEX 














DECEMBER 18, 1958 


1034 

















FINANCIAL NEWS AND COMMENT 


diesel locomotives, has now developed a 
6,000-kilowatt diesel “plant”? (a combina- 
tion of three 2,000-kilowatt units) espe- 
cially designed to provide peaking and re- 
serve capacity in convenient and mobile 
“package” form for the use of smaller 
electric utility companies. A number of 
small diesels (1,000 kilowatts or 2,000 
kilowatts) already have been sent abroad, 
especially to Latin America, where power 
demands frequently outstrip capacity. 
The unit costs only about $85 per kilo- 
watt or $100 installed, compared with 
average costs of perhaps $150 for larger 
steam-generating units. They are not con- 
sidered too noisy, but will be further im- 
proved in this respect. The self-housed 
generators can easily be moved by flatcar 
or truck and installation involves merely 
preparing a site, installing underground 


fuel tanks, lines, and cables, etc. Shipment, 
installation, and check-out take about nine 
days, according to GM’s estimate. 


6 Ke company has just completed instal- 
lation of a prototype plant on its prop- 
erty at LaGrange, Illinois, which is being 
studied by a number of large utility sys- 
tems. 

It has built over 24 million kilowatts 
in generating capacity (largely in diesel 
locomotives) since 1938, so that the new 
unit utilizes the benefits of twenty years’ 
experience. Purchase of an MU-60 will 
carry with it a service contract (if de- 
sired) which offers inspection, mainte- 
nance, and technical service. The new 
diesels can be delivered within four to six 
months after receipt of an order—instead 
of years later as with large units. 





ar 
CALENDAR OF PROPOSED UTILITY OFFERINGS 
December 15-March 31, 1959 

Dateof Approx. Method Probable 
Bidding Amount Of Moody 
Or Sale (Millions) Bonds Offering Rating* 
12/16/58 $13 Texas: Power Go LACHE BOndS isc boise seed csndsons vonasenses c Aa 
12/ /58 4 SHRI Mai NOEUEIES ROMS 6s iisia's hc: swiers dia.cee'e S601 basen mare C Baa 
12/ /58 5 Washington Natural Gas Bonds ..............e.e eee eeeeeee N — 
12/ /58 20 Northern Tiimois Gas BOnRdS: ..0c6.060.sc0000ss0ssesssceceees C A 
12/ /58 20 Gist) PACS HISSIttt SOROS <iovis sini sa ce dceieesees 00 bees ewes N — 
12/ /58 7 Citizens tities BONIS eek Sos iene wcesaaceweaseseaeeee os — Baa 
12/ /58 20 Indiana €& Michigan lec: Bonds: ois: s:0c%es.0sewccs deccssnnee Cc Aa 
12/ /58 30 Transcontinental Gas Pipe Line Bonds ................+2008- N Baa 
1/ 8/59 15 Sele] 0) ono Get 2 10 9013297017 Ce eae € A 
1/ /59 35 Southern Natatal Mads HORUS 6.5 io oskc cies cdce se aslecwerenes Cc A 

/59 50 Gommonwealth “HAIG BONES ¢.oi6siiccsc ssi0essvieisidie coweasecnn Cc Aaa 

/59 30 Cleveland Electric Hlum. Bonds ........0.cccccscssessscece € Aaa 

/59 6 New Orleans Public Service Bonds ...............0.00ee00> € A 

/59 20 [ee On Bee) ORS ee c Aaa 

/59 25 PHpHC Service OF Indiana ONS a sccis.cc:s :cssaicse oec'essearesies Cc Aa 

/59 5 TDR oe tal Stet 2] Do S10)11c OO ee c A 

J59 8 IE Re pUctaI EN ECCT IG GS sso oi bieies b-e'e sini. ns 6 3.5.00 % vibe eaers N A 

/59 6 Tucson Gas, Elec. Lt. & Power Bonds ................0000: _— — 

/59 10 Kansas’ Power & Licht Bonds ois i. sck dc sciscssccvaweeneeses .& Aa 

Preferred Stocks 

/58 25 Commonwealth Edison Pfd. Stock .............cccceeeeeeees N _ 

/58 8 Néw Bheland Power Pid: StOck 2.....:s6sisceeseaasecsee ce eas GS o 

/58 5 Rochester Telephone Pfd. Stock .............. cece ce ceeeeeee 

Common Stocks 

1/ /59 15 GCOnneCHett Ete EOS oc cas cesdctacesseeeseseneee ecanedions ee N 





*Preliminary rating, or rating of similar issue of same company. + Dealer-manager, fees to dealers for 
soliciting subscriptions. a—No underwriting. C—Competitive. N—Negotiated. 
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—A 


Preferred Stocks* 
Utility Common Stocks 





CURRENT YIELD YARDSTICKS 
(Standard & Poor's Indexes) 


Nov. 26, 1958 Range 
58 7 


*Twelve industrial and two utility issues (high-grade). 


1957 Range 
High Low High Low 


4.27% — 3.58% 4.38% — 3.70% 
4.34 — 3.61 441 — 3.73 
4.50 — 3.85 4.70 — 3.96 
4.96 — 4.20 5.21 — 4.21 
466 — 4.26 486 — 4.42 
4.98 — 4.01 5.44 — 473 








HE MU-60, with its low initial cost, 

unattended operation, and 90-second 
availability for full load from standing 
start, is designed specifically to furnish 
peaking and reserve power with substan- 
tial reduction in annual costs. According 
to GM, integration of MU-60’s with ex- 
isting steam plants in proper ratios should 
improve system efficiency and eliminate 
the stand-by fuel, labor, and maintenance 
costs inherent in “spinning” steam reserve. 


% 


By spotting MU-60’s at load centers addi- 
tional savings can be realized through re- 
duction of transmission expense. 

B. H. Hefner, chief electrical engineer 
of GM’s electromotive division, delivered 
a paper on the MU-60 before the System 
Planning Committee meeting of the Penn- 
sylvania Electric Association last May, 
giving technical details of the generation 
unit. Copies of the talk may be obtained 
from the company at LaGrange, Illinois. 


DATA ON ELECTRIC UTILITY STOCKS 


11/26/58 Divi- 
Price dend 
About Rate 


American Elec. Power .... $1.68 
Arizona Public Service .... 1.20 
Arkansas Mo. Power .... 1.00 
Atlantic City Electric .... 1.50 
Baltimore Gas & Elec. 
Bangor Hydro-Elec. 
Black Hills P. & L. ...... 
Boston Edison 

Calif. Elec. Power 

Calif. Oreg. Power 

Can ge oe Uo ee 
SSaretia Bae ES, awsws sass 
Cent. Hudson G. & E. .... 
cent: Gel Be AS, waecsces 
Cent. i 

Cent. 

Cent. Louisiana Elec. ..... 
Cent. Maine Power 

Cent. & South West 

Cent. Vermont P. S. ...... 
Cincinnati G. & E. ........ 
Citizens Util. “B” 
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Incr. Approx. 
Recent In Sh. Price- Div. Common 
ox. Share % In- Earns. Earn. Pay- Stock 
teld Earns. crease 1952-57 Ratio out §=Equity 


i $2.24Se 4% 9% 223 


*1.89Se 2 
1.34Se 3 
1.870c 
2.30Se 
2.24Se 
2.25]y 
3.12De 

*1.09Se 
1.91F 
2.34Se 


*19.6 
16.4 
20.8 
18.3 
16.1 
12.9 
18.3 
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cr. ‘ Appros. 
sapere — — E - 2. = 

y rice e: are ‘ay- toc. 
(Continued) About Rate Earns. out Equity 


Cleve. Elec. Illum. ....... 1.60 2.56Se 
Colo, Cent. Power 1.32 1.94Se 
Columbus & S. O. E 1.60 2.03Se 
Commonwealth Ed. ....... 2.00h 3.03Se 
Community Pub. Service .. 1.30 *1.98Se 
Conn. Lt. & Pr. 23 1.10 *1.380c 
Consol. Edison 2.80 *3.62Se 
Consumers Power 3.170c 
Oe ae at Oe 3.38Je 
Delaware PL. o.6.006 2.81Se 
Detroit Edison 2.140c 
Duke Power 2.38Se 
Duquesne Light ......00<- *2.84Se 
East Util. Assoc. ......... 2.65Se 
Edison Sault Elec. ....... 1.13Se 
TB PASO ICC, as 60 s.ed e080 1.56Se 
Empire Dist; Elec, .<....: 1.52Se 
Florida Power Corp. ..... 1.22Se 
Pllc Ee See 2) Oa 3.45Se 
General Pub. Util. *3.32Se 
Green Mt. Power 1.30Se 
Gulf States Util. 2.34Se 
Vc El: toc: UR Da Oe reer *4.41Se 
Hawaiian Elec. 2.93Au 
Houston L. & P. ........ 2.990c 
Idaho Power 2.60Se 
Illinois Power 2.05Se 
Indianapolis P. & L. ...... 2.12Se 
Interstate Power 1.08Se 
jowa Blee, b. & P. 2.283: 2.09Se 
Towa-lll. G. & E. ......... 2.41Se 
Iowa Power & Light .... 1.94Se 
Iowa Pub. Serv. 1.13Se 
Iowa South. Util. ........ 1.970c 
Kansas Gity-P. & L. <0: 3.060c 
Kansas G. & E. 2.490c 
ie Cie ol ONE Fa 
WentuCKY WELL. os ccccccces 
Lake Superior D, P. ...... 
Long Island Lighting .... 
Lousville G. & BE. ....2s6s 
Madison G. & E. ........ 
Maine Pub. Service 
Michigan G. & E. ........ 
Middle South Util. 
Minnesota P.& L. ........ 
Miss. Valley B.S. .s00c605 
Missouri Pub. Serv. ...... 
Missouri Util. 

Montana Power 

New England Elec. ...... 
New England G. & E. ... 
New Orleans P. S. 
Newport Electric 

MN. Wore. CG, cc.css 
Niagara Mohawk Power .. 
Northern Ind. P. S. ...... 
Nor. States Power 
Northwestern P. S. ...... 
Ohio Edison 

Oklahoma G. & E. ........ 
Orange & Rockland Utils. . 
Otter Tail Power 

Leite Cai 2) Oa ere 
Patines Ceres 5 iecis veasieies 
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2.76Se 
1.29Se 
1.43Se 
3.580c 
1.440c 
*1.12Ma 
2.22Se 
3.63Se 
*2.39Se 


*19.6 
14.4 
16.5 

*15.9 
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Aver. 


Incr. 
4 as ag ~~ “ — “ rs Sh. Pt 
~ontinu rice den pros. are ws Earns. Earn. 
ataitaciauaaaed About Rate teld Earns. crease 1952-57 Ratio 


Penn Power & Lt. 2.50 3.14Se 17.2 
Phila. Elec 2.00 *2.76Se *16.3 
Portland Gen. Elec. ....... 1.20 1.670c 15.6 
Potomac Elec. Pr. ........ 1.20 *1.55Se *16.8 
Pub. Serv. of Colo. ....... 2.46Se 


2.23Se 
Pub. Serv. of Ind. ........ 2.81Se 
Pub. Serv. of N. H....... 1.250c 
Pub. Serv. of N. M....... 1.32Se 
Puget Sound P. & L *1.92Se 
Rochester G. & E. ........ 2.45Se 
St. Joseph Li & P. ...6.060: 1.90Se 
san Dero G. & FE. ........ 
pavanman ©. Oo PF. oo... sn 
Bierra Pacic Pr, ..6.66.< 
So. Calif. Edison 
So. Carolina E. & G. ...... 
Southern Colo. Pr. ....... 
Southern Company 
So. Indiana G. & E. ....... 
So. Nevada Power 
Southwestern E. S 
Southwestern P. S. ....... 
Tampa Electric .. 
Texas Utilities 
Toledo Edison 
tocscon GG. EL. a P...... 
Union Elec. of Mo. ....... 
United Illuminating 
Upper Peninsula Pr. ...... 
Utah Power & Light 
Werginia Bk P. oo ose. 
Wash. Water Pr. ........ 
West Penn Elec. .......... 
West Penn Power 
Western Lt. & Tel. ....... 
Western Mass. Cos. ....... 
Wisc. Elec. Pr. (Cons.) .. 
Wisconsin P. & L. ........ 
Wisconsin P. S. .......... 
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Foreign Companies 


Amer. & Foreign Pr. ..... % $2.16Je 


6.3 

Brazilian Traction 9.0 1.52De 
Britesh Gol, Pe; ..3...00.05 X a7 2.33De 
Gatineau Power : 3.9 2.39De 
Mexican L. & P. ......... : 7.1 1.96De 
Quebec Power 4.3 2.17De 
Shawinigan Water & Power 34 2.0 1.48De 


*Deferred taxes resulting from liberalized depreciation are not normalized. If they had been normal- 
ized the price-earnings ratio would be higher. **On average shares. D—Decrease. NC—Not comparable. 
A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Exchange. 
Ja—January ; F—February; Ma—March; Ap—April; My—May; Je—June; Jy—July; Au—August; Se— 
September; Oc—October; N—November; De—December. a—Also 5 per cent stock dividend December 27, 
1957. b—Also 5 per cent stock dividend May 1, 1958. c—Also 5 per cent stock dividend March 10, 1958. f—Also 
stock dividend of one-half per cent quarterly. g—Also 5 per cent stock dividend July 1, 1958. h—Also 2 per 
cent stock dividend November 20, 1958, included in the yield. i—Also 15 per cent stock dividend, j—Also three 
per cent stock dividend. 
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What the State Commissioners 


Are Thinking About 


Excerpts and digests from the opinions expressed in 
reports and addresses at the annual convention of the 
National Association of Railroad and Utilities Com- 
missioners in Phoenix, Arizona, from November 17th, 


to 20th, 1958. 


On Personnel Problems of State Commissions 


“...In my opinion, the members of 
each commission should periodically sit 
down for an analysis of their respective 
statutes to decide whether or not those 
statutes are designed to meet the present 
needs of regulation. Throughout the country 
I have been impressed by the extreme high 
quality of the men on the state commissions. 
At the same time, I have been distressed 
by the rapid turnover of commissioners and 
key personnel. . . . foremost among the 
state statutes that should be reviewed are 
those that prescribe the manner in which 
commissioners are chosen or appointed. 

“... Possibly because I come from an 
appointive state, I believe that a guberna- 
torial appointment for a specified number 
of years, with the appointment being subject 
to approval, or disapproval, by the legis- 
lature or by a governor’s council, will pro- 
duce the best results. I believe that the 
American Bar Association recommendations 
for selection of judges combine the best 
features of both appointive and elective 


systems with none of the disadvantages of 
either, and could be used for selection of 
commissioners. .. . 

“Another task ahead in which the com- 
missioners and utilities must work together 
is to provide the regulatory commissions 
with sufficient appropriations to do their 
work promptly and properly. Recently, at 
a very fine convention of one of our larger 
utility industries, one of the speakers spoke 
in some detail of what he called ‘the growing 
octopus of bureaucracy,’ and urged all pres- 
ent to do everything they could to keep down 
state and federal appropriations and person- 
nel. 

“Needless to say, that utility industry is 
not operating on the same budget, or with 
the same number of employees, nor are their 
employees getting the same wages, that they 
received fifteen years ago. When an industry 
grows, the work load it imposes on regula- 
tory agencies is correspondingly greater... . 

“We get opposition to higher commission 
appropriations and salaries for the same 
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reason there is opposition to higher utility 
rates. ... 

“We must raise our voices against this 
type of treatment, and must argue with our 
legislators for the funds with which to 
work. By joining in this request, the utility 
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On Accelerated 


os is manifest, I believe, that few, if 
any, of either the practical or theoreti- 
cal aspects of accelerated depreciation and 
the consideration thereof in the complex 
process of rate regulation, can be said to 
be black or white. 

“Certain facts, however, would appear 
to be indisputable. 

“First, tax deferrals or savings constitute 
current internally generated capital which is 
interest-free. 

“Secondly, such interest-free funds can 
give rise to a lower aggregate cost of capital 
to a utility. 

“Third, this lower cost of capital can 
benefit both ratepayers and investors. 

“Fourth, unless taxpayers elect acceler- 
ated tax depreciation and invest the in- 
terest-free capital accruing taxwise from 
the use of such liberalized depreciation, the 
expansion and modernization of existing 
plant contemplated by the Congress in the 
enactment of § 167 of the Internal Revenue 
Code of 1954 may not be served. 

“Fifth, utility ratepayers must be per- 
mitted to benefit from the generation and 
use of this interest-free capital accruing 
to regulated utilities from the application of 
accelerated tax depreciation. 

“Sixth, it is most unlikely that regulated 
utilities will elect accelerated depreciation 
in the event their investors fail to realize 
any benefit whatsoever from the utilization 
of the funds which would accrue from such 
current tax savings or deferrals. . . 

“.. may I say that whatever method 
may be adopted by regulatory commissions 
in the ratewise treatment of accelerated tax 
depreciation, it should be our objective as 
utility regulators to consider fully the 
efficacy of utilization by utilities of acceler- 
ated depreciation and of giving effect to the 
expressed intent of the Congress in the 
enactment of liberalized depreciation policies 
to the end that the rate treatment is fair 
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industry can do a great deal to bring about 
better regulation.” 

—Epwarp R. THORNTON, 
Retiring president, National As- 
sociation of Railroad and 
Utilities Commissioners. 


Depreciation 


and sound to both ratepayers and utility 
investors.” 
—EvereTT H. KRvuEGER, Jr., 
Chairman, Ohio Public Utilities 
Commission. 


wo ie seems most probable that long before 
the accumulated provisions for future 
income taxes reach their potential size of 
20 per cent or more of net investment, and 
in some instances nearly equal to common 
equity, the consumers and the public at 
large are going to view such accumulations 
with wonderment, not unmixed with sus- 
picion—wonderment as to what reason 
could possibly justify such large accumula- 
tions for future income taxes; suspicion of 
the motives of the utilities that set up such 
provisions and of the judgment of the regu- 
latory authority which permitted it. 

“Congress will surely be amazed to find 
defenders of such advance provisions for 
taxes imputing to it an intent to make 
interest-free loans to privately owned utili- 
ties aggregating over 20 per cent of their 
net investment. The utilities will be con- 
fronted with statements pointing out that 
they have received a governmental subsidy 
equal to nearly as much as the common 
stockholder himself has invested in the busi- 
ness. 

“Public power advocates will no doubt 
declare that, if the government is going to 
finance the utilities to that extent but with- 
out any managerial rights therein, it ought 
to take over the complete ownership and 
management of the utilities. 

“These and related difficulties and prob- 
lems will be a plague to regulation as long 
as the concept of the future income tax 
liability is given recognition in the account- 
ing or rate-making process. These infirmities 
are not present in the Wisconsin method. 
We consider the liberalized depreciation 
problem, correctly we think, as one related 
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solely to depreciation. We permit, to the 
extent utilities request, additional deprecia- 
tion to be charged equal to the tax effect of 
liberalized depreciation provisions. For rate 
purposes, such amounts are allowed in 


On the Forward 


vai now appears that this nation is on 
the road to recovery from the recent 
recession and embarking on a course of new 
economic expansion. Economists predict 
that it will be a more competitive economy, 
with competition not only for markets but 
also for capital to achieve better quality of 
product and lower costs. Inflationary pres- 
sures will not be contained. In this atmos- 
phere utility management cannot afford to 
proceed on the premise that their spheres 
of operation are noncompetitive. To the 
extent that they achieve the potential in 
holding down costs and improvements of 
service, in that measure will they prosper 
and the users of service benefit. 

“This will require substantial sums for 
research and plant expansion. For manage- 
ment and investors it poses the question of 
participation in ultimate benefits. Weighing 
the equities of the users of service and the 
providers of service, regulation can best 
serve the interests of both with an answer 
that will provide the required incentive. 

“In this report your committee has 
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operating expenses and deducted from the 
accumulated depreciation reserves.” 
—ARTHUR L. PApDRUTT, 
Member, Wisconsin Public Service 
Commission. 


Look in Regulation 


pointed out the volume of expenditures of 
public utilities for expansion and replace- 
ment of facilities, also the upward trends 
of construction costs. Attention has been 
called to the long periods required for 
capital turnover. 

“The report of your committee submitted 
last year pointed out the ultimate advantages 
to be achieved by designing and construct- 
ing utility plant and planning operating 
procedures on a long-range basis to obtain 
for the ratepayer and the investor the most 
efficient utilization of the invested dollar. 
To do this a company must have the finan- 
cial strength to take the risk of added capital 
commitment and to temporarily forego cur- 
rent income. When lack of earnings dictates 
the short-term program, the resulting patch- 
work or “make do” is cheaper for this or 
next year. But ultimately the results of such 
a policy are higher expense, higher rates, 
and more capital.” 

—Report of the Committee on 
Rates of Public Utilities, Paul 
E. Weiland of Ohio, chairman. 


On the Memphis Decision 


G¢Cyr may be assumed that Memphis in- 

I flicts a wholly impracticable rate-mak- 
ing procedure upon the interstate pipelines 
. . . Something—quite probably legislative 
in nature—will have to be done. 

“In the meantime, however, it would seem 
to us that Memphis should serve well to 
dispel notions on the part of our pipeline 
friends that they are automatic conduits 
of increased gas acquisition costs. With 
Memphis hanging over their heads, maybe— 
just maybe—they will not be so oblivious 
of the prices they agree to pay for the 
product they transport. And maybe—just 
maybe—if such a change in pipeline-pur- 
chaser attitude occurs, our price-boosting 
friends in the production field will find 
themselves with gas to sell in a market the 
price level of which they alone do not 


dictate. Furthermore, Memphis is a double- 
edged sword of sorts. In some instances— 
admittedly few in number—it might be 
utilized by pipeline-purchasers to combat 
producer ex parte rate increase incursions. 

“We are not so naive as to assume that 
such developments will restore price sense 
in the production field. We do assume, how- 
ever, that the producer price spiral might 
be somewhat tempered thereby, if not al- 
layed. As I have indicated, this in itself 
would be something of a novelty. 

“With respect to legislative rectification 
of an affirmed Memphis doctrine, we have 
recent abundant evidence of the vital neces- 
sity for all three segments of the industry 
—the producer, the pipeline, and the con- 
sumer—to collaborate on an equal plane in 
the preparation and advancement of any 
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legislation in this field. If Memphis did 
nothing more, it gave the consumer interest 
status in any such undertaking. With 
Memphis in his hip pocket, at least the 
consumer must be heard if not heeded. This 
too will be something of a novelty. And 
here, fair warning! At any attempt to tie 
legislative rectification of Memphis onto 
anything resembling the Harris Bill mon- 
strosity, the Memphis-backed consumer 
voice will reverberate. 

“In conclusion, let me hasten to assure 
you that we in New York have no intention 
of utilizing Memphis as a tin can to be 
tied to a pipeline tail—to torment just for 
the sake of tormenting. On the other hand, 
neither are we persuaded that the conse- 
quences of our possession of it are so hor- 
rendous that we should hastily throw it 
away.” 

—BENJAMIN F. FEINBERG, 
Chairman, New York Public 
Service Commission. 


Céf-\uR [New Mexico Public Service] 

O Commission feels that should the 
Memphis decision be upheld, there will be 
other problems for the distribution com- 
panies and the consumers, not to mention 
the long-lines companies and the producers, 
for when any one segment of the industry 
is in trouble, everyone is affected to a 
greater or lesser extent. We have already 
seen the ugly head of trouble in the form 
of delayed delivery of gas to some sections 
of the country (not our section) and any 
delay in securing additional volumes of gas 
for a distribution company would seem to 
us to have a detrimental effect on that com- 
pany and also the owners of many homes 
already built and equipped to receive natural 
gas service. We are advised of large quan- 
tities of natural gas undedicated, which gas 
is being withheld from interstate commerce 
and used within the state where the gas is 
produced, and there is every indication that 
there will be more use made of locally pro- 
duced gas in the months ahead. We are all 
aware of the problems created in the money 
market with the announcement of the 
Memphis ruling, especially for long-lines 
securities, and we believe the uneasiness 
created in the minds of the investors “lapped” 
over to include distribution securities 
and do not think that feeling of uncertainty 
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will be completely removed until a more 
reasonable determination is had on the entire 
gas regulatory problem.” 
—L. W. LErIBRAN», 
Chairman, New Mexico Public 
Service Commission. 


ad ¥= pipeline company situation is il- 
lustrated very well by Colorado In- 
terstate [Gas Company]. Most of these 
companies sprang from the loins of the great 
oil companies. Many own and produce sub- 
stantial parts of the gas they carry ; Colorado 
Interstate over half. The ramrods who are 
forging the giant lines of these companies 
were weaned on the rough-and-tumble life of 
the oil industry. The views of pipeliners may 
not exactly coincide with those of independ- 
ent producers, but they certainly lean in 
that direction. No one expects them to enjoy 
regulation; but it is the law of the land, 
the law you and I have solemnly vowed to 
uphold and defend. As long as it remains 
the law, we must follow it; we cannot leave 
regulation to someone or something else. 

“Along this line, may I mention fair field 
price? Many items of expense must be con- 
sidered in a pipeline rate case; cost of gas 
is only one of them. The pipeliners would 
have us use, not the actual cost they paid 
out for the gas, but what it might bring in 
some theoretical market, or as it is called, 
fair field price. As to this item in their 
cost of service, they ask us to abandon 
regulation-by-commission for the regulation 
of the market place. There is indeed much 
to be said in favor of this approach when 
we speak of independent producers; these 
arguments do not appear to apply with equal 
force to pipelines which produce much of 
the gas they sell, however. Some method of 
encouraging these pipeline companies is 
certainly needed, to obtain whatever pro- 
duction is required ; but we cannot just turn 
our back on it, chuck the whole thing out 
the window, as many pipeliners would have 
us do, and still honor our solemn oath of 
office. Sooner than do that, let us first walk 
out the door, so that someone else can have 
a try at solving the problem within the 
framework of our existing American 
economy. 

“Before we can expect the producing 
pipeliners to accept regulation gracefully, 
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however, we on our side must be prepared 
to offer them a fair, prompt remedy for 
their financial problems. As matters stand 
now, they themselves are too deeply in- 
volved in the controversy to be able to lead 
us out of the wilderness. 

“Local distributors are often people ac- 
customed to regulation, and to living within 
its framework. Yet they are not keen to 
take the lead. True, if Memphis is affirmed, 
local distributors may be in position to 
dictate their own terms to the pipelines, 
as a condition of approving rate increases. 
They may thus acquire the power to control 
not only their cost of gas, but also the 
purchase of reserves by the pipelines. But 
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with this power comes a responsibility really 
frightening, to see that transmission com- 
panies stay financially healthy and able to 
serve; and to convince their own wary 
customers that the higher prices the local 
distributor agrees to pay are indeed in the 
public, not private, interest. At present, 
consumers hold some distant, abstract gov- 
ernment agency responsible. Few local utili- 
ties are anxious to shoulder this burden and 
expose themselves to attack by proponents 
of municipal or government ownership. To 
them, Memphis is a Pandora’s box.” 
—Joun P. THompson, 
Member, Colorado Public 
Utilities Commission. 


On Interest Rates 


vy seems apparent that long-term in- 
terest rates generally will remain at 
relatively high levels during the recessionary 
period, and barring any further change in 
Federal Reserve policy, will probably trend 
upward as the economy once again expands 
and inflationary pressures reassert them- 
selves. In view of the tremendous economic 
expansion anticipated in the 1960’s, the 
long-term outlook for interest rates is up- 
ward, as the trend has been since 1946. 


e 


Since then, each peak period in interest 
rates has been higher than the previous peak 
atid each valley higher than the previous 
valley. Recognition by commissions of this 
continued high cost of money is a requisite 
for the years ahead if utilities are to main- 
tain the growth necessary to sustain the 
dynamic economic expansion anticipated.” 
—Report of the Committee on 
Corporate Finance, Francis T. 

Mylott of New York, chairman. 


On Nuclear Energy 


“'.. The estimated time before nuclear 
power will be economically competitive with 
power from conventional sources has been 
reduced, so that five years or less, rather 
than ten years, appears now to be a reason- 
able possibility for some areas. The prospect 
for power production by fusion, rather than 
fission, has been considerably improved by 
experiments in heat containment in magnetic 
fields, 

“But there have been no basic changes 
in the trend of developments, in the prob- 
lems to be solved, nor in the course recom- 
mended by your committee to achieve the 
solution of such of those problems as relate 
to regulation. .. . 

“In the opinion of your committee, the 
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7 
On Planning and Plant Expansion 


REVIEW of recently decided cases 
. .. discloses an increasing tend- 


1043 


principal area in which problems appear 
likely to develop more rapidly than specific 
and effective means for handling them are 
established, is that of the hazards to health 
arising from the rapidly expanding use of 
radioactive isotopes. At the New York 
meeting, a subcommittee was appointed to 
give further consideration to this situation. 
Its work culminated in a resolution which 
has been approved by the whole committee 
and which will be submitted to this con- 
vention for adoption at the appropriate 
time.” 
—Report of Committee on Nuclear 
Energy in the Electric Industry, 
Ray E. Untereiner of California, 
chairman. 


ency of regulatory commissions to make 
allowances that will permit and encourage 
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expansion. This evidences the awareness 
of many regulatory bodies of the importance 
and ultimate advantage of giving considera- 
tion to these factors in the establishment 
of rates. 

“Needless to say, in any rate-making 
process that will give consideration to allow- 
ances for long-term planning, the initiative 
lies with the applicant in submitting pro- 
jected plans for operation and expansion, 
the forecasts upon which they are predicated, 
and a review of past experience as regards 
the relationship between expansion and 
earnings. Regulatory commissions cannot, 
in their disposition of rate applications, 
make provisions for adequate earnings with- 
out evidence in the record to justify such 
action. 


e 


“In the road that lies ahead, public utili- 
ties and regulatory commissions should take 
a long look forward. Inevitably the interests 
of the ratepayer and the provider of service 
find themselves, in a large measure, in the 
same boat. You cannot sink half a boat. 
The public service commission of Missouri, 
commenting on the allowance of certain 
expenses not specific to the test year, said, 
‘utility rates are not made for the test year 
but for the following year and thereafter.’ 
(Re Missouri Power & Light Co.) Rates 
made today may substantially determine 
rates required in the future.” 


—Report of the Committee on 
Rates of Public Utilities, Paul 
E. Weiland of Ohio, chairman. 


On the Problem of Attrition 


ce A GENERALLY acceptable definition 
e of attrition as applied to the utility 
industry is as follows: 


It is the decline in the per cent earned 
on the rate base due to the replacement 
of plant items at price levels higher than 
those experienced when the original plant 
items were installed; it also comes about 
by additions to plant at a unit cost higher 
than the average cost of existing units. 


“2. Attrition is a direct result of inflation 
or the decline in the ‘real’ value of the dollar. 

“3. The majority of state regulatory 
agencies are cognizant of attrition as a 
factor in the rate-making process today. 

“4. No single method of dealing with or 
providing for the attrition factor has been 
evolved. This is due in some degree to the 
different types of rate base utilized by 
various regulatory agencies. 

“5. Those agencies adopting a fair value 
or reproduction cost new rate base feel that 
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the rate base itself compensates for any 
erosion brought about by the attrition factor. 

“6. The agencies adopting the net invest- 
ment rate base or a variation thereof deal 
with attrition in one of three ways: 


A. By an addition to the rate base to 
include a sum for extraordinary invest- 
ment made by the utility; or 

B. Through an adjustment upward to 
the rate of return authorized as reasonable 
by the agency in view of the existence of 
the attrition factor; or 

C. Through the use of a year-end rate 
base where previously rates had been estab- 
lished on an average investment rate base. 


“7. Attrition will remain a factor in the 
utility rate-making process for the foresee- 
able future.” 


—Report of the Committee on 
Valuation, Alan S. Boyd of 
Florida, chairman. 


On Regulatory Progress 


66 AcTUALLY, we fear regulation has lost 

some ground in the areas of rate 
base determination. Some courts and legis- 
latures have opened cracks in what had 
become rather standard rate base determina- 
tion procedures—that is, original cost and/or 
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actual prudently invested capital rate bases 
—by requiring consideration being given 
to present values and reproduction cost 
values. This throws rate making further 
into that old morass of the ‘Fair Value 
Guessing Game’ in which everything that 
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is done is based upon judgment and the 
utility common stockholder usually gets a 
windfall at the expense of the ratepayer. 
“We have particular reference to the 
supreme courts of New York, Pennsylvania, 
and Missouri. New York Teleph. Co. v. 
New York Pub. Service Commission, Case 
No. 16548, Pennsylvania Pub. Utility Com- 
mission v. Commonwealth Teleph. Co., State 
of Missouri ex rel. Missouri Water Co. w. 
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Missouri Pub. Service Commission. et al., 
Case No. 46019 (1957) —Mo—, 308 SW2d 
704 [22 PUR3d 254]. There are other 
cases in other states but these were the 
sharpest blows against standard rate base 
determination.” 

—Report of the Committee on Prog- 
ress in the Regulation of Public 
Utilities, Hammond Fowler of 
Tennessee, chairman. 


On Relationship of Rate Levels and Returns 


wil = results of a study published in 
the June 16, 1958, issue of Electrical 
World show that residential electric rates 
are lower for those companies having the 
highest rates of return than for those com- 
panies having the lowest rates of return. 
The article states: ‘While only good man- 
agement can initiate better earnings, the 
continuance of good management is in turn 
dependent on sustained good earnings. This 
type of management will be able to operate 
more economically less on a piecemeal basis, 
and with long-range economies in mind. In 
other words, good earnings must result in 


economies which management is able to 
pass along to consumers.’ 

“A similar relationship between earnings 
and rates is found in the telephone industry. 
In general the Bell companies with the 
better earnings have lower than average 
rates for the system, a higher percentage of 
telephones converted to dial, a higher per- 
centage of operator toll dialing, and a wider 
range of extended area service.” 


—Report of the Committee on 
Rates of Public Utilities, Paul 
E. Weiland of Ohio, chairman. 


On Railway Passenger Service 


war recognize that the real issue is 
net whether rail passenger service 
will be continued, but rather whether it 
will be continued under private ownership 
or some form of governmental proprietor- 
ship. Most of us would agree that the former 
is immensely more preferable. It is apparent, 
however, that the railroads cannot continue 
long to underwrite the deficits incurred by the 
passenger service. Some way must be found 
to make the passenger service a self-sus- 
taining operation. From the experience 
gained over the past years, it seems obvious 
that periodic passenger fare increases offer 
absolutely no hope. What is needed is a 
transportation system which can operate 
along existing rights of way, safely and at 
an overall speed which would enable the 
passenger to complete the journey in little 
or no more time than it would take the air 
traveler to go from origin to final destina- 
tion. For the greater distances, it might be 
that the railroads could not compete with 





the faster jet airliners. But for the shorter 
and medium distances, and with radically 
improved equipment, no reason appears why 
rail carriers could not offer a competitive 
service enabling them to put their operations 
on a profitable basis. 

“The above are but a few of the issues 
which we shall surely see and hear more of 
in the months ahead. The problems they 
raise will be controversial, interesting, and 
complex, and we may surmise that the con- 
tentions and arguments of the advocates, of 
whatever persuasion, will be vigorous. 

“Our responsibility as regulators, in one 
sense, is that we demonstrate to all that 
the administrative agency, whether state or 
federal, possesses the capacity and the in- 
clination to consider current problems from 
the standpoint of the public interest and 
the ever-changing status of the industry.” 

—Joun H. WINcHELL, Mem- 
ber, Interstate Commerce Com- 
mission. 
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On Repeal of Excise Taxes 


a paradox now lies in the fact that 
transportation on the huge scale 
known to us today, originated as a public 
service to meet public needs at a price the 
public could pay—it was considered a 
necessity then and it is still a necessity to 
a great part of the public. Yet it is rapidly 
being ‘taxed’ into the luxury class. 


“The problem might be paraphrased 
thusly: Shall we continue our efforts to 
keep alive the industry which serves the 
needs of the traveling public—or do we now 
consider ourselves so wealthy that we can 
afford the commodious luxury of providing 
and paying for highways that will accom- 
modate each individual automobile needed 
to transport every individual traveling 
American? 


“The Age of Midas having not yet ar- 
rived, and faced with the first alternative, 
it becomes our duty as members of regula- 
tory bodies to take the leadership in co- 
ordinating the efforts of the people in our 
several states into a strong united group to 
help our passenger industry bring this mat- 
ter most forcibly to the attention of each 
and every one of our congressional delega- 
tions. If we can meet with them during 
adjournment of Congress when they are 
home in their respective states . . . I think 
we can all do a better job of presenting 
our case and persuading our Congressmen 
to take a closer look... . 


“Also, while we are working as a united 
group of commissioners to repeal the excise 
tax, I think we should go further and see 
what we may be able to accomplish by way 
of establishing a uniform system of regula- 
tion throughout the several states. In fact, 
if we do not do this, when the excise tax is 
finally repealed, as it inevitably must be, 
the transportation industry will then look 
to Congress for legislation either to exempt 
them from state regulation altogether, or 
modify existing regulation, or put overall 
regulation under the Interstate Commerce 
Commission. While we are looking toward 
Congress and pointing fingers at the 10 
per cent excise tax on passenger traffic, we 
should also take a long introspective look at 
ourselves to see how we can change our 
own regulatory statutes to coincide more 
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closely, in order that our regulated indus- 
tries may find as few roadblocks as possible 
in all interstate traffic.” 
—FRANCIS PEARSON, 
Chairman, Washington Public 
Service Commission, 


66’ | Yo sum up: 
“1, Excises on communications 
have been with us intermittently in various 


amounts since 1914. Until 1941, they were 
not imposed on local exchange telephone 
service. 

“2. Other essential household services es- 
cape the tax, therefore, it has been classi- 
fied as discriminatory. 

“3. World conditions which made enact- 
ment of the tax necessary in 1941 no longer 
exist today. 

“4, Complete removal of the communica- 
tions tax would act as a stimulant to the 
nation’s business. 

“5. Complete removal of the tax, as we 
utility commissioners well know, would re- 
sult in a more reasonably priced communi- 
cation service. 

“6. The Joint Federal-State Action Com- 
mittee’s initial plan to return 40 per cent 
of the tax to the states and District of Co- 
lumbia in lieu of outright grants for special 
activities is ‘intriguing’ but impractical. 

“7. Even though the Joint Federal-State 
Action Committee’s second proposal pre- 
vents loss of revenue to the poorer states 
for the first five years, the same problems 
will exist at the termination of the five-year 
period or after the federal excise tax is 
reduced from 10 to 6 per cent. 

“8. Our only solution to the problem is 
complete repeal of the tax at the earliest 
possible time that is consistent with the 
nation’s welfare.” 

—Myron R. RENIck, 
Chairman, West Virginia Public 
Public Service Commission. 


6¢PEcENT developments in the nation’s 

R economic picture and in the field of 
tax review indicate the need for immediate, 
positive action to stimulate the overall 
economy and the need for immediate relief 
from excise taxes levied on necessities, as is 
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the case where transportation and communi- 
cation services are concerned. Repeal of 
these excise taxes at this time would stimu- 
late usage which in turn would benefit the 
general economy, and money now paid for 
these excise taxes would be available to 
consumers for other purchases. .. . 

“The NARUC has long opposed the 
imposition of federal excise taxes on com- 
munication services as being unfair, unneces- 
sary, and discriminatory. It has taken the 
position that these taxes should ultimately 
be eliminated. This position is as equally 
valid whether this excise tax be imposed at 
the federal or the state level. If local tele- 
phone excise taxes should be transferred to 
the states they would tend to become a 
permanent part of the tax structure because 


On Adequacy of the 


as committee, like others who are 
informed, is sensible to the fact that 
regulation of utilities at the state level today 
is drastically different than it was when 
regulation was initiated. In all likelihood 
change will occur progressively as time 
goes on due to scientific discoveries and 
practical application and developments. 
“The personnel among the state com- 
missions will inevitably change from time 
to time. If regulation at this level is to con- 
tinue at the high standards presently obtain- 
ing, it will be necessary that the greatest 
care be exercised in the selection of com- 


On the Role 


“. .. if neither the industry nor federal 
or state commissions are in a position to 
solve the problem, but it is imperative that 
it be solved, who can do the job? ... there 
is no agency better qualified and able to 
do it than the group right here in this room 
—the NARUC. 

“And we have one great characteristic as 
a group that no one else possesses: a com- 
mon desire to see our great national economy 
flourish within the framework of regula- 
tion, which the public insists upon and 
which we have solemnly sworn to uphold. 
Zealots try to make it appear that the 
financial requirements of industry are in 
direct opposition to the good of the public. 
Your daily task and mine is a denial of 
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they would be geared to specific spending 
programs in the states. Further, it would 
shift to the states the responsibility of 
imposing an unpopular tax... . 

“But greater than this is the basic con- 
sideration that this tax is unfair and dis- 
criminatory and as such is worthy only of 
repeal—not of repetition at the state level. 

“Accordingly, it is respectfully urged 
that you give immediate and affirmative con- 
sideration to the repeal of the federal excise 
taxes on transportation and communication 
services and oppose any proposal to transfer 
the local telephone tax to the states.” 

—Report of the Special Com- 
mittee on Repeal of Excise 
Taxes, Cayce L. Pentecost of 
Tennessee, chairman. 


Regulatory Setup 


missioners who will have the duiy of meet- 
ing future responsibilities. As everyone 
knows quality in regulatory service is di- 
rectly proportional to the wisdom and the 
intelligence of the persons who have to 
render decisions. It would therefore seem 
logical for this committee to devote some 
time to the exploration and study of the 
future methods of selecting state com- 
missioners.” 


—Report of the Committee on 
Regulatory Procedure, Joseph J. 
Brown of Nebraska, chairman. 


of the NARUC 


this charge, for our everyday work is the 
finding of solutions necessary to harmonize 
the needs of industry with the demands of 
the public. This is exactly the problem con- 
fronting the natural gas industry today; 
and our unique training and skill are pre- 
cisely the ones needed in this difficult 
situation. ... 

“I say in all sincerity that the good of 
regulation, and as a result the public interest, 
urgently demands that the NARUC give 
top priority to the immediate solution of the 
problem of natural gas regulation.” 


—Joun P. THompson, 
Member, Colorado Public 
Utilities Commission. 
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On Salvage and Cost of Removal 
a. for the determination of 


the average service life have 
received much attention and to some extent 
have become fairly well standardized. To 
some extent this is true of salvage de- 
terminations. Both involve estimates of the 
future, but salvage determinations require 
considerations of future cost levels (ma- 
terial and labor) and the accuracy of such 
estimates would appear to be rather elusive 
compared to determinations of the plant 
service lives. 
“A study of this entire question of sal- 
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vage at this time, including a comprehensive 
review of the accounting practices employed 
with respect to gross salvage and cost of 
removal, would seem to be quite important. 
A review of this question made by the 
committee thus far seems to indicate that 
accounting used for gross salvage and cost 
of removal has definite bearing upon the 
treatment of these items for depreciation 
rate purposes.” 
—Report of the Committee on 
Depreciation, P. M. Schuchart 
of Florida, chairman. 


On Telephone Plant Salvage 


¢CWN the telephone industry, changing 
I price levels and particularly the per- 
sistent upward movement of the price of 
nonferrous metal and wage rates have had 
a pronounced effect on cost of removal and 
salvage as percentages of book cost of plant 
retired. These trends are perhaps most 
significant in connection with pole lines, 
where the cost of removing and disposing 
of poles is substantial, and with cable and 
aerial copper wire for which a large part 
of the plant cost is represented by recover- 
able metals; that is, copper and lead. 
“Before the war costs of removal were 
creeping up because of the steadily rising 
wage levels, but after the war it was found 
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that removal costs in general were twice 
as high as before the war. Although wage 
levels have continued to go up, the percent- 
age relation between cost of removal and 
original cost of plant retired has remained 
rather steady, mainly because a part of the 
plant retired was placed in service during 
the period of high prices of recent years 
and as a result of higher efficiency of labor 
during the past four or five years compared 
to labor performance during the first six or 
seven years following the Second World 
War.” 
—Report of the Committee on 
Depreciation, P. M. Schuchart 
of Florida, chairman. 


On Utility Contract Prices 


oa) HE big part of the problems we are 
talking about involves contracts or 
service agreements where there is a specific 
price for the utility service spelled out. We 
have never had much admiration for such 
contracts and have less now. At the present 
time, we are formulating some new thinking 
on the subject which we hope to present to 
the utilities in our state in the near future. 
Our commission has always considered the 
filed rate sheet to be the primary document 
in our files and we have encountered no 
difficulty with the courts with respect to our 
rate-filing procedure, but if a contract does 
specify a rate, we now find that the utility 
is in trouble if it needs a rate changed, even 
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though the contract provides .. . [that it] 
‘shall at all times be subject to such changes 
or modifications by the New Mexico Public 
Service Commission’ . . . If that wording 
does not mean what we have interpreted it 
to mean for the last seventeen years, we 
should do something about it, and that, we 
are going to try. We propose to suggest 
to the utilities (electric, gas, and water) in 
our state that consideration be given to a 
new type contract or service agreement 
which will not spell out the price of the 
service or even a specific rate schedule num- 
ber. Most of our utilities now have rate 
schedules on file that will service almost 
all types of business and industry, but in 
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rare instances will a contract be necessary 
except in certain cases to provide for un- 
usual conditions of service, such as point 
of delivery, quality, quantity, contributions 
or advances, term for which service is to 
be provided, and possibly other items not 
directly related to a rate for service. We 
shall propose wording that will accomplish, 
we hope, the result we are after, and I 
quote: ‘All (electric, water, or gas) service 
delivered and rendered under this contract 
shall be delivered and rendered and paid for 
by the customer in accordance with rate 
schedules of the utility applicable to the 
class of service described, legally on file 
and effective from time to time with such 
regulatory body as may have jurisdiction 
under the New Mexico Public Utility Act. 
It is further understood and agreed that 
the utility shall have the right at any time 
to make changes in the said rate schedule 
in the manner prescribed by the said New 
Mexico Public Utility Act. It is further 
understood and agreed that nothing herein 


On Telephone 


E have all witnessed the remarkable 
expansion of the independent tele- 
phone companies in recent years. The 
growth of these organizations has brought 
them to the forefront as one of the leaders 
in the field of telecommunications. This 
growth, however, particularly in the fields 
of manufacturing, supply, and services for 
the industry, has developed a position some- 
what parallel to that of the Bell system. 
Your committee therefore recommends that 
it be instructed to proceed to investigate 
and review the operations of the inde- 
pendent companies’ manufacturing, supply, 
and servicing subsidiaries with respect to 
sales by such subsidiaries to affiliated tele- 
phone operating companies. 

“At the direction of this committee, our 
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shall be construed as preventing the cus- 
tomer from filing protests or intervening 
petitions in any proceedings before the said 
commission wherein the lawfulness or just- 
ness or reasonableness of the rates of the 
utility are in issue or as preventing the 
customer from initiating proceedings before 
the said commission seeking an inquiry by 
the said commission into the lawfulness, 
justness, or reasonableness of said rates.’ 
“We know that the customers are not 
going to like such a document, at least at 
the start, but today that same customer finds 
it almost impossible, if not impossible, to 
secure long-term contracts with a stated 
firm price for most other items necessary 
for his business operation. We believe such 
a plan would afford to all of the utility 
customers better protection ratewise than 
is required by the Mobile or Memphis 
cases.” 
—L. W. LErpranp, 
Chairman, New Mexico Public 
Service Commission. 


Regulation 


staff committee conducted an investigation 
into the causes, problems, and effects of 
providing extended area service between 
telephone exchanges . . . it is the opinion 
of the staff that the problem is primarily 
one of local concern. However, despite the 
conclusions of the staff, it is felt that further 
study of these matters may prove to be 
helpful. Your committee therefore intends to 
continue its investigation in this area.” 


—Report of the Special Com- 
mittee Co-operating with the 
Federal Communications Com- 
mission in Studies of Tele- 
phone Regulatory Problems, 
Matt L. McWhorter of 
Georgia, chairman. 


On Service, Facilities, and Safety 


«“ 
. 


. it is very apparent that all four of 
the utility industries in varying degrees 
have in recent years made tremendous 
strides in the expansion of their services 
and facilities with what this committee 
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thinks is justifiable pride. However, with all 
this, there still remains much to be ac- 
complished because regulatory commissions 
still receive too many justifiable complaints 
and these utility industries must ever stride 
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for perfection in this regard. Thus, this 
committee is of the opinion that utility man- 
agement must guard against complacency 
and reduce the number of valid complaints 
wherever possible. The telephone industry 
continues to have many just complaints 
which this committee thinks could be elimi- 
nated. 

“A small minority of utility employees 
seems to have this attitude: ‘The public 
complains, so what? They can take our 
service or do without.’ This reflects on all 
other efficient and courteous personnel. 

“This committee notes that the improve- 
ment in safety programs is most creditable 
and it is hoped that this improvement will 
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continue to advance as rapidly in the future 
as it has of recent years. In this regard, 
however, it must be noted that experience 
in New Jersey indicates a serious doubt as 
to whether the pipeline companies have 
executed the necessary precautions for 
safety in the management of their high- 
pressure lines and this committee recom- 
mends further research into the field of high- 
pressure pipeline safety.” 


—Report of the Committee on 
Service and Facilities and 
Safety of Operation of Public 
Utilities, Richard J, Luman of 
Wyoming, chairman. 


On Comparison of Utility and Nonutility Stocks 


— considering their gains over the 
past twelve months, utility stock 
prices over the long period do not compare 
favorably with alternative investment oppor- 
tunities. Even after their 11 per cent decline 
from 1957, manufacturing stocks . . . in- 
creased 321 per cent since 1939, which was 
about double the best performing regulated 
group . .. electric and gas common stocks 
increased only 119 per cent and transpor- 
tation 164 per cent. Telecommunications 
had the poorest performance by far, having 
increased only 29 per cent. The relatively 
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poor long-term performance of utility stocks 
clearly demonstrates the necessity for im- 
provement. On the widely accepted premise 
of continuing long-term inflation, it would 
seem doubtful that regulated companies can 
continue to compete successfully with 
alternative investment opportunities in the 
field of common stocks unless they can 
improve their market performance.” 
—Report of the Committee on 
Corporate Finance, Francis T. 
Mylott of New York, chair- 
man. 


On Utility Stocks 


CC TILITY stocks, which are considered 

a excellent hedges during times of de- 
clining business activity, likewise have 
advanced substantially in price since late 
1957. For example, Moody’s 24 electric 
utilities show that price levels reached in 
July were 25 per cent over the low of Octo- 
ber, 1957. Because of the level or slightly 
lower utility earnings and dividends over 
this period, relating current dividends with 
current prices shows steadily decreasing 
yields. The yield reported at mid-July, 
1958, of 4.28 per cent for Moody’s 24 
utility common stocks was lower than any 
reported since 1946. Among utilities also, 
there are many instances in which the cur- 
rent dividend-price ratios are lower than 
the yields on bonds or preferred stock. This 
once again demonstrates that the use of low 
current earnings-price and current dividend- 
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price ratios is meaningless as a measure of 
investor expectations, and therefore inade- 
quate as a measure of the cost of common 
stock equity. Recent market behavior of 
both utility and industrial common stock 
yields again bears out that such ratios must 
be used with discretion. For it is certainly 
unreasonable to believe that junior equity 
capital, which bears the risks of the busi- 
ness, can be cheaper than the capital repre- 
sented by senior obligations. As this commit- 
tee has suggested before, and again re- 
iterates, less reliance on the use of current 
earnings-price and current dividend-price 
ratios, and more emphasis on earnings of 
competitive industry would seem in order.” 
—Report of the Committee on 
Corporate Finance, Francis T. 
Mylott of New Vork, chair- 

man. 
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Resolution Regarding State Legislation Regulating and Controlling 
Nuclear Radiation Hazards 


“cc 


. . Whereas, The regulatory commis- 
sions in each state are in a key position to 
make a lasting contribution towards the ef- 
fective regulation of all radiation hazards 
within each state by taking the leadership in 
the promotion of legislation which will ef- 
fectively co-ordinate the efforts of all state 
agencies concerned with the problem, and 
“Whereas, It appears that legislation in 
the several states is desirable and necessary 
in order to accomplish a co-ordinated ap- 
proach to regulation in this field, and 
“Whereas, It appears that without effec- 
tive co-ordination by legislation within the 
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States there is a substantial danger that a 
myriad of confused rules will result, and that 
the public will suffer by way of misunder- 
standing, misapprehension, and_ possible 
harassment, 

“Now, Therefore, Be It Resolved, That the 
National Association of Railroad and Utili- 
ties Commissioners does hereby go on record 
as supporting legislative action by the several 
states, which will effectively supplement 
federal action and which will co-ordinate the 
efforts of various state agencies which are 
concerned with the regulation and control of 
radiation hazards.” 


Resolution Urging Repeal of Excise Taxes on Communication 
Services and Transportation of Persons 


. Whereas, The Joint Federal-State 
Action Committee has recommended that 
Congress authorize distribution for a period 
of five years, 40 per cent of the present fed- 
eral excise tax on local telephone service to 
the states in such amounts as to provide 
revenues equivalent to 140 per cent of fed- 
eral grants now being made to the respective 
states to carry on vocational education, and 
to construct facilities for abatement of water 
pollution, which are completely unrelated to 
communications services ; and 

“Whereas, The proposal of the Joint 
Federal-State Action Committee would tend 
to cause the states to pass laws imposing 
excise taxes on local telephone service and 
would tend to make such taxes a permanent 
part of the tax structure of both the federal 
and state government ; 
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“Now, Therefore, Be It Resolved, That 
the National Association of Railroad and 
Utilities Commissioners is of the opinion 
that the discriminatory excise taxes on com- 
munication and transportation services are 
not in the public interest, that such taxes 
should not continue to be levied by the fed- 
eral government; and 

“Resolved Further, That any similar tax 
on communications should not be levied by 
the individual states against the users of this 
essential service as a means of financing spe- 
cific programs which bear no relation to the 
service taxed; and 

“Resolved Further, That Congress is here- 
by petitioned to terminate the discriminatory 
excise taxes on communication and trans- 
portation services at the earliest possible 
date...” 


Resolution Regarding Uniform Systems of Accounts for 
Electric Utilities 


C “W HEREAS, The committee on accounts 

and statistics of this association, 
after extended study and many conferences, 
recommends certain changes in the Uniform 
System of Accounts for electric utilities 
heretofore adopted by this association, 
as set forth in a draft dated October 1, 1958, 
of a Revised Uniform System of Accounts 
for electric utilities including accounts 
which has 


for nuclear power operations, 





been presented by said committee . . 

“Now, Therefore, Be It Resolved, That 
the Revised Uniform System of Accounts 
for electric utilities submitted by said com- 
mittee be recommended to the commissions 
represented in the membership of this asso- 
ciation for consideration, and for adoption 
in their respective jurisdictions, with such 
modifications only as they may deem neces- 
sary in the public interest.” 
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Resolution Regarding Uniform Systems of Accounts for Gas Utilities 


cz W HEREAS, The committee on accounts 
and statistics of this association, 
after extended study and many conferences, 
recommends certain changes in the Uniform 
System of Accounts for gas utilities hereto- 
fore adopted by this association, as set forth 
in a draft dated April 1, 1957, of a Revised 
Uniform System of Accounts for gas util- 
ities, which has been presented by said com- 
mittee to the association ; and 
“Whereas, This association believes that 


& 


uniformity in utility accounting is most de- 
sirable in the public interest ; 

“Now, Therefore, Be It Resolved, That 
the Revised Uniform System of Accounts 
for gas utilities submitted by said committee 
be recommended to the commissions repre- 
sented in the membership of this association 
for consideration, and for adoption in their 
respective jurisdictions, with such modifica- 
tions only as they may deem necessary in 
the public interest.” 


Resolution Relating to Proposed Legislative Policies and Objectives 
Of the National Rural Electric Co-operative Association 


74 W HEREAS, It is publicly reported that 
the National Rural Electric Co- 

operative Association through its general 
manager intends to make legislative demands 
on the Congress and state legislatures in 
forthcoming sessions, and 

“Whereas, It appears the public interest is 
concerned should these announced proposals 
be submitted in legislative bodies, and 

“Whereas, The National Association of 
Railroad and Utilities Commissioners is ever 
cognizant of the broad jurisdictional respon- 
sibility imposed on member regulatory bodies 
by specific and implied statutory authority, 
and 

“Whereas, Certain proposed objectives of 
the National Rural Flectric Co-operative 
Association appear to be of immediate con- 
cern to state regulatory bodies, and 

“Whereas, Co-operatives are presently 
subject to regulation in many state jurisdic- 
tions, and 
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“Whereas, The aforementioned proposals 
appear to constitute an unwarranted invasion 
of state regulation... 


“Now, Therefore, Be It Resolved, By the 
National Association of Railroad and Util- 
ities Commissioners in convention assembled 
to empower the president of this association 
to instruct the committee on legislation and 
the special committee on legislation amend- 
ing the Federal Power Act to investigate 
and evaluate these objectives ; and as expedi- 
tiously as possible to report their findings to 
him so that the officers, the executive com- 
mittee, and the members of this association 
may be fully informed ; and 


“Resolved Further, That the president be 
empowered to implement the aforementioned 
committees to assist in arriving at factual 
conclusions and recommendations to guide 
this association in determining its policy as 
it may appear desirable.” 


Resolution Regarding Position of Bureau of Internal Revenue 
On Institutional Advertising 


we. . fee The Internal Revenue 
Service has ruled that the cost of 
the institutional advertising of a large group 
of independent electric utilities published 
under the Electric Companies Advertising 
Program, known as ECAP, is not deductible 
for the purpose of computing federal income 
taxes ; 

“Now, Therefore, Be It Resolved, By the 
National Association of Railroad and. Util- 
ities Commissioners, that said ruling of the 
Internal Revenue Service (a) is arbitrary, 
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discriminatory, unreasonable, and unfair, 
(b) will adversely affect both the electric 
companies concerned and their customers 
and security holders, and (c) represents a 
serious disservice to the state and federal 
agencies engaged in regulating the charges 
of such companies ; and 

“Be It Further Resolved, That said ruling 
of the Internal Revenue Service should im- 
mediately be rescinded and annulled and that 
a copy of this resolution be sent to the 
Bureau of Internal Revenue.” 














The March of 
Events 


Ask Gas Rate Hike 


8p ragean companies of the Columbia 
Gas System, Inc., have been asked 
to pay approximately $5 million a year 
more for southwest natural gas purchased 
from the Tennessee Gas Transmission 
Company, which is a principal supplier 
to the system. 

The Tennessee Gas Transmission Com- 
pany already has filed with the Federal 
Power Commission its application for 
an increase of more than $19 million, 
$4,802,000 of which was requested from 
the Columbia Gas System companies. 

Six Columbia System companies have 
filed for higher wholesale rates. United 
Fuel Gas Company and Manufacturers 
Light & Heat filed to recover some $4.7 
million of the increase. Four other 
Columbia companies also have filed to 
recover varying portions of the increase. 
All the companies in their filings based 
their requests on the rate filing of the 
Tennessee Gas Transmission Company. 


Power Site Protest 


FORMAL protest has been made to the 
Federal Power Commission on the 





application of ten Washington and Idaho 
public utility districts for a preliminary 
permit for dam site studies. The chamber 
of commerce of Kalispell, Montana, which 
filed the protest, stated that the site is 
almost in the northwestern corner of Mon- 
tana and would be a $25 million project 
if the construction license is granted. 

The chamber specifies that no permit 
or license be issued unless it contains these 
conditions: (1) use rights to the stored 
water of the Yaak river by downstream 
states for nonconsumptive use to be sub- 
ordinated to the beneficial consumption 
of such water in the state of Montana. 
(2) That there be reserved for sale not 
less than the at-site power produced plus 
one-third of the power produced by all 
downstream installations by virtue of 
water stored in the state. (3) That such 
reserved power may be marketed outside 
the state until, by reasonable advance 
notice, such reserve power can be made 
available for sale in Montana. (4) That 
a complete survey must be made relative 
to effects on fish and wildlife, and plans 
for rehabilitation of the inundated habitat 
be made. 


Alabama 


Utility Antistrike Bill 


A PUBLIC utility antistrike bill will be 
introduced in the 1959 Alabama 


legislature by Representative M. B. Mc- 
Lendon of Bullock. 

The bill would make it illegal for 
workers to strike against public utilities, 
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both publicly and privately owned. Mc- 
Lendon asserted he is not against organ- 
ized labor, but does not think it should 
enjoy the right to strike against a utility 
that is filling a vital general need. 

Labor, he declared, should use means 
in settling contractual differences other 
than those which would make the public 


suffer. For strikers to halt production of 
such essential services as water, light, and 
heat, and even to curtail telephone and 
transportation service, would be on a par 
with that of striking firemen standing by 
during a fire or law enforcement officers 
leaving a town totally unprotected, Mc- 
Lendon insisted. 


Illinois 


Transit Shows Profit 
a the first time in two years, the 
Chicago Transit Authority has pulled 
out of the red financially. In October 
excess earnings of $359,074 were more 
than enough to cancel a deficit of $302,314. 
The deficit had at one time reached a 
figure of $2,476,932. This was in June, 
1957, and was responsible for the increase 


in fare to 25 cents cash and the 224-cent 
token. Now that the financial outlook has 
improved, the possibility of an immediate 
fare increase does not appear likely. Unless 
some unusual expense is incurred, such 
as snow removal costs incident to a severe 
winter, the Transit Authority believes it 
can operate another year without worry- 
ing about any more changes in fares. 


Iowa 


Study Bus Subsidy 


apemeeraa study committee, created by 

the Iowa State Commerce Commis- 
sion to help the intercity bus industry, 
has proposed the use of local tax funds 
to subsidize intercity bus service in Iowa’s 
smaller cities. 

The committee has suggested a law 
be enacted permitting any city or town 
without bus service to contract with a bus 
company to provide service. This contract 
would guarantee the bus company a mini- 


mum income from the bus service to that 
town. Should the passenger fares fail to 
cover the bus company’s operating costs 
on the route, the town would make up the 
difference. 

Also decided was that the proportional 
licensing of interstate buses should be 
established. This principle would provide 
that an interstate bus line that had 20 per 
cent of its mileage in Iowa might be re- 
quired to pay only 20 per cent of the 
regular fee on each bus licensed in Iowa. 


Nebraska 


Gas Hike Petition Dropped 

patos petition drive to elimi- 

nate recently approved natural gas 
rates for Lincoln has been stopped. Leo 
Bartunek, Lincoln attorney, who started 
the circulation of the petition with six 
others, said he decided to cease his efforts 
upon assurances by an attorney for the 
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Central Electric & Gas Company that it 
would make every move possible to hold 
down natural gas rates in the future to 
the absolute minimum. 

Earlier, city council had enacted an 
ordinance providing for increased gas 
rates, the hike to cover only the increase 
in wholesale rates imposed by Northern 
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Natural supplier and 


carrier. 
City officials expressed doubt that 


Gas Company, 


Bartunek’s attempted referendum petition 
had any validity, since council action was 
of an executive nature and not legislative. 


New York 


Dual Pipeline Begun 


i be omtecenenngs Gas Pire LINE 
CorporaTION has started a new dual 
natural gas pipeline that will cross the 
Hudson river between North Bergen, 
New Jersey, and Manhattan. The line will 
consist of two 24-inch pipes laid side by 
side on the river bottom. 

The pipeline will terminate in Man- 
hattan at West 72nd street where it will 
tie in with a Consolidated Edison Com- 
pany gas main. 

This new line will be Transcontinental’s 
third underwater crossing to link metro- 
politan New York with Gulf coast gas 
fields as far away as the Rio Grande. 
The Hudson river crossing is part of a 
$167 million construction program which 
will enable Transcontinental to boost its 
daily allocated gas deliveries 238 million 


cubic feet to a total of 1,191 million cubic 
feet. 


Two Bid for Gas Route 


gina MoHAWK PowER CORPORA- 
TION’s bid to supply gas to the St. 
Lawrence valley has been challenged by 
the Canadian-owned St. Lawrence Gas 
Company of Ogdensburg. Both companies 
have asked the same franchise at a public 
service commission hearing. 

A decision by the commission is not 
likely before January 1, 1959. 

Niagara Mohawk has a plan to spend 
$18 million to pump natural gas into 
St. Lawrence and Franklin counties. St. 
Lawrence Gas Company is negotiating 
for a pipeline across a new international 
bridge at Massena. It would tap its trans- 
Canada line to supply northern New York. 


Ohio 


Seeks Higher Rates 


N letters to city officials in its service 

territory, East Ohio Gas Company 
asked for rate increases that ranged from 
50 per cent for apartment dwellers to 10 
per cent and less for industrial users. 
Company President Robert W. Ramsdell 
said that the proposed new rates would 
increase company revenues about 12 per 
cent. 

By 1960 the gas company estimates it 
will be paying $34.2 million more for 
wholesale gas, wages, taxes, supplies, and 
other expenses than it did in 1956 when 
it received its last rate increase. 

Vice President A. H. Forbes said in- 
creased sales would absorb some of the 
increased costs, but in order to make 


increased sales possible and serve gas at 
all times in adequate quantities, by 1960 
the company will have added $107 million 
of additional plant and facilities. Without 
a rate increase there would be no earnings 
whatsoever on this huge capital invest- 
ment, he added. 


Rate Boost Pared 


oe ExLectric ILLUMINATING 

CoMPANY was granted a rate increase 

by Cleveland’s city council last month to 

become effective February 15, 1959. How- 

* ever, the amount allowed—$5,890,000 

_ annually—was almost half of the amount 

the company requested. It had sought a 

rate that would produce $11 million in 
additional revenue. 


1055 DECEMBER 18, 1958 











Starting February 15, 1959, house- 
holders in four counties served by Cleve- 
land Electric will pay an average of 8 
cents more a month for electric service. 
Then the rate will go up another 12 cents 
a month for the period of February 15, 
1960, to September 21, 1960. 


City Opposes Rate Rise 


tend officials of Columbus are opposed 
to a rate increase sought by the 
Columbus & Southern Ohio Electric Com- 
pany from the public utilities commission. 
In going to the state commission, the 
company bypassed the voters who under 
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normal procedure would have to vote on 
the increase next May. 

C&SOE explained that a $3.4 million 
increase in revenue is needed to partially 
offset the additional cost of labor, coal, 
and taxes and to curb the continuing 
decline in earnings. 

To the average residential user of elec- 
tricity, the rate hike, if approved, will 
amount to about 15 per cent a month. 

The company declared it went direct 
to the commission for its increase because 
of the uncertainty and delay attendant 
upon waiting for the proposal to come to 
a vote. 


Pennsylvania 


Gas Hike Proposed 


cs ene New York State Natural Gas 
Corporation, with headquarters in 
Pittsburgh, has filed an application with 
the Federal Power Commission for an 
11 per cent increase in its wholesale rate 
to 17 gas distribution companies in 
Pennsylvania and New York state. The 
new rate would become effective January 
Ist, if approved, and would yield $5.7 
million a year in additional revenue. 
The increase, which was said to be the 
first in five years, would cover higher 


cost of pipelines from the Southwest, gas 
production activities, wage and labor pay 
boosts, taxes, increases in investment, and 
bigger return needed to attract new capital. 
The customer companies which would 
be affected by the higher wholesale gas 
rates are Niagara Mohawk Power Cor- 
poration, New York State Electric & Gas 
Corporation, Rochester Gas & Electric 
Corporation, National Fuel Gas Com- 
pany, Empire Gas & Fuel Company, 
Producers Gas Company, the Pavilion 
Natural Gas Company, and others. 


Texas 


Co-op Area Battle 


Neng electric utilities and co-opera- 
tives will probably lock horns over 
co-op area restrictions in the coming ses- 
sion of the Texas legislature. The con- 
troversy revolves around the attempt by 
the electric co-ops to gain the legal right 
to continue service in localities annexed 
by incorporated towns of more than 1,500 
population. 

General manager of Texas Electric 
Co-ops, Inc., J. R. Cobb, said the legis- 
lature will probably be asked to pass a 
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bill for that purpose when it convenes. 

Investor-owned electric utility com- 
panies, however, will resist any attempt 
by the co-ops to broaden their operations 
along competitive lines. Last year the 
legislature passed a law authorizing co-ops 
to serve rural property of nonresident 
owners and also to continue serving towns 
that now exceed 1,500 inhabitants but 
have no other source of electricity, and 
to houses in an area annexed to a city 
after the owner sells it to a person who 
was not previously a co-op member. 
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Trends and Topics 


Service Adequacy as Affecting Rates 


_ can be advanced on both sides of the question whether a public 
utility, admittedly entitled to additional revenues, should be granted a rate 
increase when its facilities and service are inadequate to meet the growing 
needs of the public. Of course the ratepayers are not bound to furnish capital 
for needed facilities; that obligation rests upon the utility owners. 

It may be contended, on the one hand, that a regulatory body, which is under 
a duty to safeguard the just interests of the public, should not encourage negli- 
gence and inefficiency by allowing the same reward for inadequate service 
that good service properly commands. But how, on the other hand, can a utility 
secure new capital for expansion of facilities needed to provide adequate serv- 
ice if its earnings are but meager or nonexistent? Capital is a scarce com- 
modity, and investors are singularly unattracted to unprofitable enterprises. A 
company must have reasonable earnings in order to compete successfully in the 
money market. 

The relationship of rate level and adequacy of service was discussed in 
Pustic UTILITIES ForTNIGHTLY, November 24, 1955, at page 903. Since that 
discussion, a number of decisions touching this subject have been handed down. 
Particularly noteworthy among them is a ruling by the Louisiana commission 
in ex parte Southern Bell Telephone & Telegraph Company, issued October 
10, 1958. 


Adequate Service Must Precede Rate Increase 


Following a rate reduction order of the Louisiana commission in 1956, 
Southern Bell sustained a considerable loss of revenue. Upon the company’s 
application for a rate increase, the commission found that it was reasonably 
entitled to additional revenue but refused to allow higher rates on the ground 
that it was rendering “grossly inadequate” service and had “arbitrarily cur- 
tailed a necessary expansion program in the state, thereby failing to perform 
its obligation as a public utility.” The company contended that its earnings 
were insufficient to enable it to borrow money and construct additional facili- 
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ties to serve the growing requirements of Louisiana. The commission thought 
Southern Bell’s curtailment of expansion plans “borders on contempt” and 
declared that reasonable service must precede a rate increase. 

The Georgia commission ordered a reduction in a telephone company’s 
rates so as to make them commensurate with the poor quality of service being 
rendered (19 PUR3d 400). The order provided for restoration after sixty 
days, however, if sufficient improvement in service were shown. But a fur- 
ther reduction was threatened if service should deteriorate. The Indiana com- 
mission refused to allow a rate increase as to one exchange area of a tele- 
phone company where service was inadequate, until equipment had been in- 
stalled to assure adequate service (23 PUR3d 26). 

A California water company was directed to make minimum system im- 
provements before putting a rate increase into effect (20 PUR3d 117). Dead- 
line dates for the improvements were indicated in the order. A “token” 
penalty was applied by the New York commission in requiring a telephone 
company to wait the full statutory period before establishing rate increases 
for certain areas where the quality of service was unsatisfactory because of 
lack of maintenance (24 PUR3d 262). r 

Quality of service is an important consideration in determining a fair rate 
of return, said the Oklahoma commission (17 PUR3d 422). It indicated 
that a company which fails to maintain its plant in a high state of efficiency 
and make additions necessary to keep pace with modern standards cannot ex- 
pect a rate of return equal to that allowed for service of a high standard. 


Judgment and Discretion 


Generally speaking, the Missouri commission stated, it is the duty of a 
utility to furnish service to subscribers, and when such service is adequate 
it then becomes the duty of the commission to allow rates sufficient to pro- 
duce a reasonable return on the investment (13 PUR3d 112). However, it 
was pointed out that the application of this rule necessarily depends upon the 
facts of each case and that the regulatory body should use its judgment and 
discretion in arriving at a result that will serve the best interests of all con- 
cerned. Applying these views, the commission held that a telephone company 
should be granted a rate increase, notwithstanding that its service was poor, 
since existing revenues were not sufficient to finance the type of improvement 
program needed. 

But in a later case the same commission allowed only a part of a proposed 
rate increase as to certain areas which were receiving substandard service 
(18 PUR3d 152). Authority to put into effect the remainder of the increase 
was conditioned upon satisfactory improvements in service. 


Rate Penalty Hamstrings Improvements 


Complaints about inadequate service merit attention in due course but are 
not to be weighed in the determination of rates, the New Mexico commission 
declared (20 PUR3d 436). It was held that rates cannot be conditioned upon 
compliance with requirements for the improvement of service. The commis- 
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sion pointed to the well-known Elyria Telephone Company case, in which the 
Ohio supreme court in 1953 ruled that the commission, under Ohio law, 
could not condition a just rate increase on an improvement in facilities and 
service (98 PUR NS 246). The Michigan supreme court, citing this deci- 
sion, agreed with the Ohio court that to withhold reasonable rates until need- 
ed plant improvements are made would hamstring a utility in its effort to 
attract capital to finance improvements (8 PUR3d 97). 

The Florida commission has very recently ruled against the conditioning 
of rates upon service (23 PUR3d 477). In Florida the commission has ample 
power to require adequate service, it was noted, but it lacks authority to de- 
mand that particular installations be made before a company may claim rea- 
sonable rates for service actually being rendered. Moreover, just as the com- 
mission cannot condition a rate increase on improvements in service, neither 
can it withhold a hearing on an application for an increase pending an im- 


provement in service. 





Review of Current Cases 


Interest on Deferred Income Tax Reserve Credited 
To Tax Account 


eins California commission, in grant- 
ing an electric rate increase to the 
San Diego Gas & Electric Company, which 
would produce a return of 6.25 per cent 
on the net investment rate base, took an 
interesting, although interim, stand on the 
question of accelerated depreciation and 
the deferred reserve resulting therefrom. 
For the purposes of the decision only, and 
pending final decision by the commission 
on the treatment to be accorded acceler- 
ated depreciation for rate-making pur- 
poses, the tax expense was determined 
after crediting to the federal income tax 
account interest calculated on the reserve 
for income taxes at the rate of return al- 
lowed on the company’s rate base. The 
commission did not deduct the portion of 
the rate base representing the deferred 
income tax reserve for the electric depart- 
ment from the rate base. 


Revenues and Expenses 


Rent revenues from nonoperating prop- 
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erties were excluded from operating 
revenues since they were not included in 
the rate base. 

A claim by the company for sales pro- 
motion expense was reduced because, as 
a combined operation, the company was 
not too much concerned with intense com- 
petition between gas and electric appli- 
ances in new homes. 

Development of composite remaining 
lives of items of plant by using future 
interim requirements of existing plant 
was considered more reasonable than in- 
corporating the use of total estimated fu- 
ture interim retirements including future 
additions. 

The commission rejected the use of a 
higher trended tax rate in favor of a test 
year estimate of ad valorem taxes, since 
the former did not take into account the 
possibility of an upward reassessment of 
all property other than utility in the tax 
base, with a consequent material lowering 
in the tax rate. Also, pointed out the com- 
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mission, the tax rate does not increase 
sharply every year and some years show 
only a small increase, or even a tax de- 
cline. 


Spreading of Rate Increase 


Factors considered by the commission 
in determining the spread of the author- 
ized increase were the territory, rate of 
growth, comparative rate levels, financial 
risk, future outlook, adequacy of service, 
rate history, customer’s acceptance and 
usage developed under existing rates, 
value of service, and cost to serve. 

The commission did not think that a 
uniform electric rate or single zone re- 
flected the difference in customer cost to 
serve among dense cities, dense built-up 
unincorporated areas, suburban areas, and 
rural areas. A zoning proposal predicated 
mainly on density and number of custom- 
ers is reasonable, said the commission, and 
it is more equitable to set boundary lines 
where the denser built-up area stops than 
simply using a municipal boundary line. 


Type of Rate Schedule 


Multifamily electric service was per- 
mitted to continue on the general service 
schedules, being obtained through a mas- 
ter meter. It had been shown that the load 
factor of multiple housing was nearly 
double that for single family customers, 
that the voltage of delivery was higher, 
that the company was saving certain 
transportation and disposition invest- 
ments, and that the usage per family was 
greater on a master meter than for the 
same family with an individual meter. 

The commission adopted a seasonal 
type demand charge and limited a pro- 
posed increase in rates in order to bring 
a schedule for resale energy rates more 
in line with the general service schedules 
and give consideration to off-peak usage. 
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Concurring Opinion 


Commissioner Untereiner, in a concur- 
ring opinion, took exception to the major- 
ity’s treatment of the deferred tax re- 
serve. The effect of crediting to the tax 
account interest at the adopted rate of 
return on the reserve, in his opinion, was 
to eliminate from the rate base the assets 
acquired by the investment of the reserve. 

The commission was currently engaged 
in an investigation on its own motion to 
determine the treatment of accelerated 
amortization and depreciation for rate- 
making purposes. To prejudge the matter 
with respect to specific utilities, said the 
commissioner, while the reserves estab- 
lished by other utilities are not charged 
interest and, hence, are not deducted from 
the rate base, appeared arbitrary, capri- 
cious, and discriminatory. If the commis- 
sion should ultimately determine that the 
treatment adopted in the instant case is 
the proper treatment, it should be applied 
uniformly to all utilities which have 
availed themselves of the acceleration op- 
tions, he stated. That would be the proper 
time to apply it to the company in the 
instant case. Re San Diego Gas & E. Co. 
Decision No. 57509, Application No. 
39680, October 21, 1958. 


Gas Rate Increase 


In a separate decision, the commission 
authorized the company increased gas 
rates which would produce a return of 6.5 
per cent. Similar rulings were made with 
respect to the treatment to be accorded 
tax expense for rate-making purposes. 
Re San Diego Gas & E. Co. Decision No. 
57510, Application No. 39681, October 
21, 1958. 


Steam Heat Rates 


In another decision, the commission 
authorized the company increased steam 
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San Diego Gas & E. Co. Decision No. 
57512, Application No. 39679, October 
21, 1958. 


e 


Customers, Not Utility, Entitled to Benefit from Increased 
Operating Efficiency 


heat rates which would produce a return 
of 6.3 per cent on that portion of the rate 
base relating to steam heat service. Re 











eRe Florida commission, upon recon- 
sideration of a previous electric rate 
order, reiterated its finding that a return 
of 6.74 per cent on the year-end rate base 
was reasonable. Considerable difference 
of opinion between the company and the 
commission had arisen concerning the 
fuel adjustment clause. The commission 
had not been convinced that the formula 
developed by the company gave customers 
the benefit from increased operating effi- 
ciency. 

The company readily admitted that its 
formula was not changed each time there 
was a change in distributing or generating 
efficiency; but, the company argued, the 
benefits flowing from such increased effi- 
ciency should not be passed on immediate- 
ly to the customer, lest incentive for im- 
proving efficiency be removed. 

The commission could not concur. A 
utility always has the duty to operate fa- 
cilities in such an efficient manner as to 
provide service to the public at the lowest 
possible cost. It must be alert at all times 
to improvements that are constantly being 
made in fuels, equipment, and techniques, 
to the end that customers may without 
unreasonable delay derive the benefits. 

The commission admitted that its own 
formula did not entirely remove the lag 
which existed between the changes in effi- 
ciency and the benefits to the consumer. 
Under the commission’s formula, the ad- 
justment would be applied on the second 
succeeding month’s billing. Although not 
intended, the result was a utility benefit. 

The commission hoped that further re- 





finements in the formula and its applica- 
tion could be ultimately developed so that 
the customer would receive the benefits 
immediately and the utility at the same 
time could be relieved immediately of the 
increased cost that would necessarily fol- 
low a worsening in generating or distrib- 
uting efficiency. The commission directed 
that the adjustment formula devised be 
carefully observed in actual operation for 
a period of one year so that changes which 
then appeared advisable could be made. 


Specific Rates Fixed by Company 


The company had taken exception to 
industrial rates fixed by the commission 
in its previous order. In general, said the 
commission, the better practice is for the 
utility to develop the specific rates for the 
different classes of service which will pro- 
duce the total dollars allowed by the com- 
mission. Such rates can then be submitted 
for approval, at which time they can be 
examined for any possible discrimination 
or preference between the different classes 
of service. Such a practice gives full rec- 
ognition to a basic prerogative of man- 
agement—the right initially to fix specific 
rates under the direction and subject to 
the approval of regulatory authority. 

With reference to industrial rates, the 
commission had departed from estab- 
lished practice because of certain prob- 
lems surrounding the equalization of rates 
and charges for the same classes of serv- 
ice in different sections of the company’s 
service area. The commission admitted it 
had failed to give due consideration to a 
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competitive situation which existed be- 
tween the two utilities serving contiguous 
territory. The previous order relating to 
industrial rates was vacated, and the com- 
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pany was authorized to file a revised sched- 
ule. Re Tampa Electric Co. Docket No. 
5274-EU, Order No. 2695, October 22, 
1958. 


Rate Increase Denied in View of High Return 
On Equity Investment 


ee BRIDGE TELEPHONE COMPANY, 

Inc., failed in a rehearing proceeding 
to persuade the Louisiana commission to 
authorize a rate increase. In an order is- 
sued in mid-1958 (25 PUR3d 82), the 
commission denied the company a rate in- 
crease on evidence that it earned a return 
of about 28 per cent on a relatively small 
equity investment. 

The net plant rate base was approxi- 
mately $540,000, less than 10 per cent of 
which represented equity investment. The 
other 90 per cent was REA debt capital 
on which 2 per cent interest was paid. The 
company president was the sole stock- 
holder. 

The company insisted that interest on 
debt capital should be allowed as an oper- 
ating expense. This proposition, said the 
commission, departs radically from the 
universal rule in this country. A utility 
is entitled to earn a fair return on its in- 
vestment, but before it can do so it must 


e 


first make the investment. If it chooses to 
borrow the money with which to make 
that investment, the responsibility for re- 
payment of principal and interest must 
rest upon the utility alone and not upon 
the ratepayers. The latter cannot be ex- 
pected to pay a return on an investment 
which, in effect, they themselves have 
made, it was pointed out. 

The commission held that salary ex- 
pense of about $20,000 paid to the com- 
pany president and his wife was exces- 
sive. It reduced this amount to $10,000, a 
part of which went to construction costs. 
Taking this adjustment into account 
along with annual interest payments, the 
commission found that the remaining net 
income available for dividends and sur- 
plus was entirely adequate. The earlier 
order denying a rate increase was reaf- 
firmed. Ex Parte Breaux Bridge Teleph. 
Co., Inc. No. 7521, Order No. 7652, Oc- 
tober 15, 1958. 


Tax-free Dividend Payments Not Considered 
In Return Allowance 


I“ determining rates for a subsidiary 
water company, the commission acted 
within its authority in refusing to take 
into consideration the tax-free nature of 
dividends paid by the subsidiary to its 
parent company, the Connecticut superior 
court held. The increase which the com- 
mission had allowed (19 PUR3d 373) 
would result in a return of 5.24 per cent, 
without reflecting any tax savings to the 
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corporate owner. Under § 243 of the In- 
ternal Revenue Code of 1954, the parent 
corporation pays an income tax on only 
15 per cent of the dividends received from 
the operating company. 

The commission has been empowered 
to determine just and reasonable rates, the 
court pointed out, and no formula or 
standard has been prescribed for it to fol- 
low. Nor has there been established any 
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satisfactory definition of “‘reasonable,” as 
applied to rates, applicable to each case. 
Each must be decided upon its own facts 
and upon a consideration of many vary- 


ing elements, the court declared. The rate 
order was affirmed. A. Wimpfheimer & 
Brother, Inc. v. Connecticut Pub. Utilities 
Commission et al. 144 A2d 769. 


& 


Nonutility Operations Considered in 
Natural Gas Rate Proceeding 


HE Oklahoma commission has reaf- 

firmed its rulings on an application 
by Oklahoma Natural Gas Company for 
authority to increase rates and has made 
additional rulings on points raised by ap- 
plications, petitions, motions, protests, 
and other pleadings. The commission, on 
December 24, 1957, granted a rate in- 
crease and after further hearings found 
no reason to change its order. 


Separation of Utility and Nonutility 
Business 


The company, in addition to transmit- 
ting and distributing natural gas, engages 
in the business of exploring for gas and, 
incidental thereto, has obtained oil pro- 
duction in variable quantities. The com- 
pany also engages in the operation of gas- 
oline plants, generally as a joint adven- 
turer with another oil or gas company. 
The commission was of the opinion that 
the plant, property, and expenses should 
be separated as between utility and non- 
utility properties so that rates should be 
determined for the company’s purchase, 
transmission, storage, and distribution of 
gas and the fluctuating gains or losses 
from oil and gas production and gasoline 
plant operation should fall upon stock- 
holders and not ratepayers. 

The commission was also of the opinion 
that in order to clarify the separation of 
these properties for the future, the com- 
pany should form and create one or more 
subsidiaries for the purpose of future 
transactions in what had been determined 


to be nonutility business. The commission 
recognized that it had no authority to 
order that this be done, but it stated its 
opinion and strongly urged the company 
to follow it. 


Rate Base and Return 


The net investment, or employed cap- 
ital, theory for determining the rate base, 
approved in Oklahoma in the past, was 
used. The commission chose to adjust the 
rate of return to reflect changing condi- 
tions, which negates the necessity for 
changing the theory for determining the 
fair and reasonable rate base. 

The company contended for a return 
of 7.2 per cent. The commission in the 
last case involving this company had al- 
lowed a return of 6 per cent. The com- 
mission noted that there is no hard and 
fast rule or fixed formula susceptible of 
simple and easy application. The return 
must be based on sound and intelligent 
judgment, with fairness both to the con- 
suming public and to the company. The 
commission, after giving careful consid- 
eration to this question, and considering 
the increased cost of money, determined 
that a rate of 6.25 per cent was fair and 
reasonable. 


Test Period 


The commission adopted, for computa- 
tion of operating expenses and taxes, a 
period of twelve months. This was ad- 
justed in certain particulars so as to give 
effect to known changes, and the year-end 
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level, of customers and expenses, and to 
give full effect to an increase in the cost 
of purchased gas, increased taxes, and 
wage increases. 

After the further hearings it was 
shown that revenues collected in the win- 
ter and spring following authorization of 
the rate increase were in excess of the 
amounts anticipated. The commission, 
however, held that this formed no basis 
for reopening the rate proceeding or re- 
considering revenue requirements. These 
requirements had been computed and 
based upon a normal test period, and the 
higher revenues were due to an abnor- 
mally cold winter and spring. 


Accelerated Depreciation and Income Tax 


The company was allowed to normalize 
federal income taxes, for return purposes, 
while it was availing itself of the acceler- 
ated depreciation provisions of the 1954 
Internal Revenue Code. The commission 
said that this created an amount of dol- 
lars, allowed as an expense item, in excess 
of the actual amount of taxes, which 
would be paid during the ensuing years. 
This amount of dollars the commission 
required to be stated upon the company’s 
books and records either as deferred fed- 
eral income taxes or restricted earned sur- 
plus. 


Competitive Industrial Rates 


The company did not request an in- 
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crease in rates for industrial customers 
except an increase in field prices which 
had been incurred, on the theory that the 
price at which the company was selling 
industrial gas was near that of competi- 
tive fuels and to increase it would result 
in an actual loss of revenue and thus place 
an additional burden upon other classes 
of customers. The commission, therefore, 
did not promulgate increased rates for in- 
dustrial gas service other than to pass on 
to customers the actual increase in field 
prices covered by escalation clauses in in- 
dustrial contracts and rate schedules. 


Appliance Financing Plan 


The company, it was said, had a legal 
right to engage in enterprises other than 
its utility operations so long as there was 
no impairment of its services to customers 
and the risks and expenses of nonutility 
enterprises were borne by stockholders. 
Since no such impairment was shown and 
the risks and expenses had been properly 
borne by stockholders, the commission 
held it had no authority to require the 
company to refrain from engaging in a 
program, at the cost and risk of stock- 
holders, of financing customers’ purchases 
of gas appliances through a dealer finance 
plan. Re Oklahoma Nat. Gas Co. Cause 
No. 21581, Order No. 36117, December 
24, 1957; Re Oklahoma Nat. Gas Co. et 
al. Cause Nos. 21581 et al. Order No. 
37515, August 1, 1958. 


Commission Changes Two Motor Carrier Rules 


HE Oklahoma commission, in two 
recent cases, changed two of its rules 
relating to computation of distances 
freight motor carriers in the state should 
use and transportation of express pack- 
ages by passenger motor carriers. 
With reference to distance computa- 
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tions, the previous rule had provided that 
determination of distances be made with 
reference to the latest published mileage 
table of the rail lines. The commission 
determined that such a method had be- 
come outmoded, and that petitioners’ re- 
quest to apply highway mileages only 
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was justified. The evidence clearly indi- 
cated that more reductions than increases 
in freight rates would be effected by the 
adoption of the carriers’ proposal. It also 
appeared that the computation from the 
state highway map, which was published 
annually, would better serve the shipping 
public’s interests. 


Express Packages 


The previous rule relating to transpor- 
tation of express packages by passenger 
motor carriers had stipulated that no sin- 
gle package could exceed 100 pounds in 
weight and had further provided that the 
aggregate weight of express shipments 
carried on any vehicle at one time should 
not exceed 500 pounds, exclusive of 
newspapers. The modified rule eliminated 
the aggregate poundage and provided 
that no single package should exceed 150 
pounds in weight. 

The commission pointed out that the 
limitations contained in the previous rule 


& 


were imposed at a time when bus carriers 
were not adequately equipped to engage 
in the transportation of package express, 
except on a limited scale. 

The commission was fully aware of 
the seriousness of modifying a basic rule 
that would allow one class of carriers to 
expand its services to the detriment of 
another class. However, it seemed to the 
commission that the protesting motor 
freight carriers and the railway express 
agency would not be materially affected 
by the granting of the application. Bus 
express service had already been firmly 
established, and by relaxing, or removing, 
the limitation previously imposed, the ap- 
plicants would be able to render more ef- 
ficient service without fear of violating 
rules. Re Associated Motor Carriers of 
Oklahoma, Cause No. 21894, Order No. 
38035, October 21, 1958; Re Southwest- 
ern Greyhound Lines, Inc. Cause No. 
21845, Order No. 38016, October 16, 
1958. 


Experimental Television Grant without Hearing Error 


._ U. S. court of appeals held that 
the Federal Communications Com- 
mission had erred in granting applications 
for experimental television authorization 
and modification of an experimental con- 
struction permit. The applications had 
been granted without hearing in the face 
of what the courts held were valid ob- 
jections which tended to show that the 
proposed experiment, however, was not 
bona fide. 

The objectors had contended that the 
applications were inconsistent with the 
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commission’s rules for experimental sta- 
tions in that they violated the minimum 
separation requirement, did not show that 
wholesale duplication of existing com- 
mercial stations’ programs was necessary 
to the experiment, and showed that a pur- 
pose of the application was to enable the 
applicant to continue full-time UHF op- 
eration with the aid of income to be de- 
rived from VHF operation and from a 
resulting network aifiliation. Capitol 
Broadcasting Co. v. Federal Communica- 
tions Commission, 257 F2d 630. 


Competing Manufacturer Held Party in Interest to Radio 
And Television License Renewal 


i kw U. S. court of appeals held that 


a manufacturer of electronic equip- 
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ment was a party in interest having 
standing to protest renewal of radio and 
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television licenses where a radio manu- 
facturer was the sole stockholder of the 
broadcasting company involved, and it 
was known that the licensed facilities 
were being used by such competing man- 
ufacturer directly to obtain a preferential 
economic advantage over the protestants 
in this case. 

The court pointed out, by way of anal- 
ogy, that if a department store operated 
television and radio stations so as to ob- 
tain substantial preferential advertising 
advantages over a like store in the com- 
munity, such competitor would be a party 


e 


in interest who could protest renewal of 
the licenses and bring public considera- 
tions to bear upon renewal! applications. 
In a very real sense, such competitor 
would be aggrieved or adversely affected. 

Of course, said the court, the public 
considerations advanced by such a party, 
as distinct from the reasons which give 
rise to standing, must stand on their own 
feet under the criteria which govern the 
commission in passing upon the merits of 
the applications. Philco Corp. v. Federal 
Communications Commission, 527 F2d 
656. 


Operating Rights over Nonpublic Highways Illegal 


5 i Arizona supreme court held that 
the commission has no legal right to 
grant a certificate to a motor common 
carrier for operating rights over a route 
following a natural gas line over private 
easements and posted by signs indicating 
that the property is dangerous and not 
open to the public. Operating rights may 
be granted only over the public highways 
of the state. 

The legislature had clearly defined the 
scope of regulation, limiting motor car- 
rier operation to public highways. 
Whether a passenger carrier route is a 
public highway had to be determined by 
resort to both the Motor Carrier Act and 
statutes relating to highways and bridges, 
considered in pari materia. Public high- 
ways could not be established by prescrip- 
tive use. 

The court noted that it was not a stran- 
ger to the legal squabbles of the motor 
carriers involved in the case. No doubt, 
it stated, such squabbles would continue 
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to arise until such time as the commission 
prescribed fixed areas of operation and 
recognized that the basic law of the state 
governing such matters is the doctrine of 
a “regulated monopoly” rather than “free 
wheeling competition.’”’ The court said its 
repeated pronouncements on the subject 
apparently had gone unheeded in so far 
as the operations of the carriers were con- 
cerned. 

A frank appraisal of the record, the 
court continued, indicated that the pro- 
testing carrier was correct in charging 
that the commission was permitting the 
other carrier to stake out territory that 
might well prove profitable for them to 
serve in future years. Since substantial 
portions of the route certificated were not 
open to the use of the public as a matter 
of right, the commission had no legal 
right to issue the certificate, nor could the 
court direct that such action be taken. Old 
Pueblo Transit Co. v. Arizona Corp. 
Commission et al. 329 P2d 1108. 


Switching Rate Revision on State Level 


HE Florida commission authorized a 
railroad to revise its intraterminal and 


DECEMBER 18, 1958 


1066 


interterminal switching charges at Miami 
upon a showing that the new rates had 
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been derived from a cost study which ac- 
curately portrayed the switching cost 
situation. 

The railroad’s application was consid- 
ered rather unusual by the commission be- 
cause railroads normally make initial 
proposals before the Interstate Commerce 
Commission and then submit them to the 
state utility commissions for rubber stamp- 
ing. 

The Transportation Act of 1958 has 
federalized railroad rate making by its 
amendment to § 13 of the act to the extent 
that it relegated the states to a nominal 
pseudojurisdiction, the commission said. 


Such pre-emption squeezed the last ves- 
tige of protection to the public out of the 
state commissions. 

Congress through the AAR has com- 
manded the ICC to no longer exercise 
traditional comity on rate matters, the 
commission continued. The Transporta- 
tion Act of 1958 not only makes state 
commission jurisdiction an animated 
shuffle but squarely abrogates recent de- 
cisions upholding the state commissions 
on proof of state results varying from the 
entire system operations. Re Seaboard Air 
Line R. Co. Docket No. 5102-RR, Order 
No. 2697, October 29, 1958. 


Water Rate Increase Granted with Rulings on 
Rate Base and Industrial Use 


— for one operating division, the 
Connecticut commission approved in- 
creased rates proposed by the Connecticut 
Water Company for all of its service ter- 
ritory. The company was already earning 
a 6 per cent rate of return in the excepted 
division, which was considered adequate. 
To increase rates there, said the commis- 
sion, would constitute undue discrimina- 
tion against patrons in that division since 
the rates of return in the company’s other 
two divisions, even after application of 
the proposed rates, would amount to only 
3.58 and 4.20 per cent. 

In support of the rate request, the com- 
pany cited increased costs of labor, ma- 
terials, and taxes, as well as the need to 
expand and improve water supply facili- 
ties. In 1952 the net investment per patron 
was $216, while by 1957 this figure had 
increased to almost $300. The commission 
found that earnings under existing rates, 
after providing for operating expenses 
and other income deductions, were insuf- 
ficient to pay the annual dividend on com- 
mon stock at the current rate. According 
to the company, it sought only enough 


additional revenue to enable it to service 
its securities adequately and maintain its 
financial stability. 


Industrial Use Not Exempt 


A large industrial customer contended 
that it should be exempt from the pro- 
posed increase in rates. By way of a brief 
submitted after the close of public hear- 
ings, it attempted to present data showing 
the return on property serving its re- 
quirements. The commission pointed out 
that briefs were accepted in order to af- 
ford parties an opportunity to summarize 
evidence presented at the hearing, and to 
set forth claims in the form of arguments 
based upon such evidence. But briefs can- 
not be used as a vehicle for the presenta- 
tion of additional evidence without op- 
portunity for cross-examination during 
the course of the public hearing. 

By installing considerable equipment to 
reduce its consumption of water, the in- 
dustrial customer claimed that it should 
not be called upon to support additional 
facilities constructed by the water com- 
pany. Such facilities, if required at all, it 
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was said, were required to serve other 
patrons. This user had consumed between 
40 and 60 per cent of all water supplied 
in one operating division, while account- 
ing for some 30 per cent of gross rev- 
enues. Rejecting the industrial company’s 
claims, the commission noted that its po- 
tential consumption, when added to the 
demands of other patrons, was in excess 
of the company’s safe yield, which would 
indicate a need for expansion of supply 
facilities. 


Rate Base Adjustments 


In arriving at a rate base, the commis- 
sion disallowed the expected cost of land 
which the company proposed to purchase 
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in the near future, as well as the cost of a 
proposed well. The commission observed 
that these projects would not be completed 
and in public service before the end of 
the current year. 

Although the company had invested a 
considerable sum in a line extension and 
was responsible for its maintenance, the 
title to the line was held by an association 
of customers. Upon specified conditions, 
however, the association had agreed to 
convey the property to the company. For 
rate-making purposes, the commission 
recognized the undepreciated portion of 
the investment in the contract as utility 
plant. Re Connecticut Water Co. Docket 
No. 9669, October 29, 1958. 


Express Shopper Service Authorized 


7 Colorado commission granted a 
transit company’s request for author- 
ity to operate a limited-stop or express- 
type of shopping service during midmorn- 
ing and midafternoon when extra tram- 
way equipment was not being used for 
peak-time worker movements. The com- 
pany had requested authority to operate 
over the most direct route to the down- 
town shopping section from outlying 
areas, from which there was no direct 
nontransfer route. Neither area had a 
major shopping center located convenient- 
ly nearby. 

The commission acceded to the com- 
pany’s desire to charge a premium fare of 


25 cents for adults and the customary one- 
half fare for children, or 13 cents when 
over six years and under twelve years of 
age. 

Since the service authorized was one 
of specialization, there would be only a 
one-way passenger haul with an empty or 
“deadhead” return movement for the 
vehicle. 

The company was directed to submit 
weekly reports to the commission relating 
to running time, traffic conditions, newly 
completed traffic arteries, costs, and pub- 
lic acceptance of express service. Re Den- 
ver Tramway Corp. Decision No. 51198, 
A pplication No. 16706, October 31, 1958. 


Public Interest Held to Be Criteria of Competitive 
License Grant 


HE U. S. court of appeals, in a case 
involving an existing radiobroad- 
casting station licensee’s protest against 
the Federal Communications Commission 
grant of a license for a second station in 
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the area, remanded the case to the com- 
mission for further proceedings and find- 
ings on the question of public interest. 

It seemed to the court that the question 
of whether a station makes $5,000, or 
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$10,000, or $50,000 is a matter in which 
the public has no interest so long as serv- 
ice is not adversely affected. Service may 
well be improved by competition. 

However, if the situation in a given 
area is such that available revenue will 
not support good service in more than one 
station, the public interest may well be in 
the licensing of one rather than two sta- 
tions. To license two stations where there 
is revenue for only one may result in no 
good service at all, the court said. So eco- 
nomic injury to an existing station, while 
not in and of itself a matter of moment, 
becomes important when on the facts it 
spells diminution or destruction of serv- 
ice. At that point the element of injury 
ceases to be a matter of purely private 
concern. 

The basic charter of the commission is 
to act in the public interest, pointed out 
the court. It grants or denies licenses as 
the public jnterest, convenience, and neces- 
sity dictate. Whatever factual elements 
make up that criterion in any given prob- 
lem must be considered. Such is not only 
the power but the duty of the commission. 

In the instant case, the commission had 
the power to determine whether the eco- 
nomic effect of a second license in the area 
would be to damage or destroy service to 
an extent inconsistent with the public in- 
terest, held the court. Whether the prob- 
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lem actually exists depends upon the 
facts, and the court had no findings upon 
the point. 

The court emphasized that its opinion 
was not to be construed or applied as a 
mandate to the commission to decide the 
economic effects of every new license 
grant. The court specifically held that, 
when an existing licensee offers to prove 
that the economic effect of another station 
will be detrimental to the public interest, 
the commission should afford an oppor- 
tunity for presentation of such proof and, 
if the evidence is substantial, should make 
a finding or findings. 

The commission had contended that, if 
it has authority to consider economic in- 
jury as a factor in the public interest, the 
whole basic concept of a competitive 
broadcast industry disappears. The court 
did not agree. 

Private economic injury is by no means 
always, or even usually, reflected in public 
detriment, said the court. Competitors may 
severely injure each other to the great 
bénefit of the public. The broadcast indus- 
try is a competitive one, but competitive 
effects may under some sets of circum- 
stances produce detriment to the public 
interest. When that happens the public 
interest controls. Carroll Broadcasting Co. 
v. Federal Communications Commission, 
258 F2d 440. 


Cease-and-desist Order Justified 


HE Colorado supreme court affirmed 
a commission cease-and-desist order 
directed against a motor carrier, which 
prohibited the carrier from regularly haul- 
ing cement throughout the state and from 
conducting operations from a Denver 
headquarters. 
The carrier’s certificate authorized the 
conduct of cartage business in Loveland 
and only “occasional” service throughout 





the state. The evidence showed that the 
carrier had been making a minimum of 
250 to 300 trips per month to haul cement 
throughout the state. Also, hauling busi- 
ness had been conducted from a Denver 
headquarters and had been advertised by 
insertion in the Denver telephone direc- 
tory, cards, and personal solicitation. 
Practically all of the owner’s time was 
spent in connection with his Denver oper- 
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ation. The court held that the record dis- 
pelled all doubts that the carrier’s opera- 
tions were regular and not occasional, and, 
therefore, unauthorized. The carrier was 
not deprived of any property or property 
rights by the commission’s order. Com- 


= 


mission findings and conclusions on dis- 
puted questions of fact, said the court, are 
final and not subject to court review when 
based on competent evidence. Colorado 
Pub. Utilities Commission v. Watson 
(Watson Transport Co.) 330 P2d 138. 


Closing of Grade Crossing Discretionary with Commission 


PENNSYLVANIA court held that the 

commission did not abuse its discre- 
tion in authorizing the closing of an un- 
protected and little-used grade crossing 
upon the opening of a proposed recon- 
structed crossing on another road. Un- 
contradicted evidence indicated, as the 
commission found, that the new crossing 
would be safer. A commission order may 
not be vacated or set aside except for error 
of law, lack of evidence to support it, or 
for violation of constitutional rights, it 
was pointed out. No such faults were 
shown in this case. 
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Nor was the commission bound to grant 
a rehearing to a protesting manufacturer 
upon the denial of a town annexation peti- 
tion affecting the area of the closed cross- 
ing. The court noted that the closing order 
was not based conditionally upon the an- 
nexation petition being granted. The 
granting or denial of a rehearing is within 
the commission’s discretion, and its action 
will not be reversed unless a clear abuse 
of discretion is shown. Bueg d/b/a Arrow 
Pattern & Engineering Co. v. Pennsyl- 
vania Pub. Utility Commission et al. 144 
A2d 511. , 


Three-judge Procedure Not Required 


HE U. S. district court for the district 
of Maryland held that it has juris- 
diction to review an Interstate Commerce 
Commission order determining the rea- 
sonableness of freight rates in aid of a 
pending court action. The pending court 
action had been filed in the District of 
Columbia by a motor carrier which sought 
to recover, under the Tucker Act, for 
transportation services rendered the gov- 
ernment. 
The government had subsequently filed 
a complaint with the Interstate Commerce 
Commission seeking a determination of 
the reasonableness of the rates upon which 
the freight charges in the District of Co- 
lumbia action were calculated, to aid that 
court in resolving the reasonableness of 
the issue. The commmission had issued 
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an order finding that the rates were un- 
reasonable. 

The questions before the district court 
were whether the suit to review the com- 
mission’s order had been properly brought 
in the district court and, if so, whether 
the case could be heard by a regularly con- 
stituted court of one judge. Both ques- 
tions were answered in the affirmative. 

The commission order was held subject 
to judicial review, the extent of the review 
not to be decided in the instant case. When 
a complaint requesting that a three-judge 
court be convened is presented to a dis- 
trict judge, the court pointed out, it is his 
duty to examine the pleadings to see if 
the district judge has jurisdiction and 
whether it is a case which calls for the 
convening of a three-judge court. If the 
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case is one which might be heard on the 
merits by a three-judge court, a single 
judge should not dismiss for lack of juris- 
diction unless such lack clearly appears 
from the pleadings. On the other hand, the 
single judge should be sure that the case 
is one which requires the convening of a 
three-judge court before setting in motion 
the cumbersome machinery involved. 
The ICC order concerned the payment 
of money damages. Neither the Tucker 
Act case nor the case in the district court 
had any unusual public interest which 
called for expedition over other cases or 
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for a direct appeal to the Supreme Court. 
Therefore, three-judge procedure was not 
required. 

The court pointed out that only the 
United States district court in the judicial 
district where the plaintiff resides or has 
his principal office has adequate jurisdic- 
tion in such a case. A state court lacks 
jurisdiction to review or set aside an order 
made by a federal agency, and the court 
of claims has no jurisdiction to review 
ICC orders. Davidson Transfer & Stor- 
age Co., Inc. v. United States, 164 F Supp 
Sri. 


Commission Lacks Jurisdiction to Authorize 
Self-insurance of Carrier 


O* an application by North American 
Van Lines, Inc., the California com- 
mission ruled that it had no jurisdiction 
to authorize the carrier to act as a self- 
insurer of its liability for bodily injury 
and property damage. 

It was pointed out that the California 
Public Utilities Code requires carriers 
such as the applicant to carry insurance 
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protection in certain specified amounts. 
The law further provides that such pro- 
tection shall be evidenced by a policy of. 
insurance issued by a company licensed to. 
write such insurance, or by a bond of a 
surety company licensed to write surety 
bonds. Re North American Van Lines, 
Inc. Decision No. 57450, Application No. 
40422, October 15, 1958. 


Amendment of Erroneous Transfer Order Upheld 


Le commission acted within its pow- 
er in amending an order approving a 
transfer of transportation authority, so 
as to exclude a particular operating right 
found to have been erroneously included, 
a Pennsylvania court ruled. The adminis- 
trative action was amply supported by 
evidence. 

Shortly after the issuance of the trans- 
fer order, both parties asserted that the 
transfer was erroneous and jointly peti- 
tioned for amendment. But the transferee 
later had a change of heart, alleging that 
the entire transfer was done according to 
the parties’ original intent. 


The court disagreed with the trans- 
feree’s contention that the commission’s 
action amounted to an adjudication of 
private rights. While the commission has 
no jurisdiction to adjudicate purely pri- 
vate rights, said the court, it does have 
authority concerning contracts entered 
into by public utilities affecting public 
rights or the public interest. A certificate 
is neither a contract nor property, and its 
revocation does not deprive the holder of 
vested rights. In the exercise of its broad 
authority to carry out the legislative in- 
tent, the court pointed out, the commis- 
sion has power not only to amend but even 
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to cancel certificates. Of course, it may 
not act arbitrarily. Upon a showing of 
due cause, it has the same power to revoke 


a certificate as it has to issue one. Snyder 
et al. v. Pennsylvania Pub. Utility Com- 
mission, 144 A2d 468. 





Other Recent Rulings 


Toll Rates. The Illinois commission 
authorized a telephone company to dis- 
continue free service between certain ex- 
changes and apply standard toll rates 
upon a showing that the additional reve- 
nues produced would not be substantial 
enough to change the group classification 
of the exchanges. Re General Teleph. Co. 
of Illinois, 45221, October 7, 1958. 


Intrastate and Interstate Rate Uni- 
formity. The Tennessee commission au- 
thorized a telegraph company to increase 
its rates in order to make intrastate and 
interstate rates uniform. Re Western U. 
Teleg. Co. Docket No. U-4200, October 
24, 1958. 


Special Rate Quotation. The U. S. 
court of appeals held that a motor car- 
rier’s special rate quotation to the federal 
government, which specified a flat rate for 
all commodities shipped, was legal under 
a statute authorizing a carrier to charge 
less than the applicable tariff rates in con- 
tracts with the United States and certain 
other shippers. Eastern Freight Ways v. 
United States, 257 F2d 703. 


Rate Equalization. The Oklahoma com- 
mission authorized rail carriers to increase 
intrastate freight rates, except for certain 
named commodities, in order to equalize 


intrastate and interstate rates. Re Intra- 
state Freight Rates and Charges, Cause 
No. 21626, Order No. 36902, April 23, 
1958. 


Gas Rates Rise with Supply Cost. The 
Missouri commission granted Laclede Gas 
Company an emergency rate increase 
sufficient to recover the increased cost of 
purchased gas resulting from a supply rate 
increase put into effect under the Natural 
Gas Act. Re Laclede Gas Co. Case No. 
14,027, October 17, 1958. 


Rates after Dial Conversion. The Min- 
nesota commission authorized a rate in- 
crease for a small telephone company as 
requested, to be put into effect upon com- 
pletion of a dial conversion program, with 
a resulting rate of return of 3.15 per cent 
on a current value rate base calculated as 
of the completion of the conversion. Re 
Marshall County Teleph. Co. M-4446, 
October 20, 1958. 


Filing of Rate Changes. In rejecting 
rate changes proposed by a natural gas 
producer, the Federal Power Commission 
pointed out that changes are not entitled 
to be filed under § 4(d) of the Natural 
Gas Act where the basic sales contracts 
have never been filed as rate schedules. 
Re Hansbro et al. October 16, 1958. 
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Custom-built for specific requirements! Heat-treated cast aluminum alloy 
rings—welded to stationary tubular sections—replace ring gaskets. 
Forcelain insulators are in compression under normal loads and short 


circuits. Circular gaskets are fully trapped and self-seating. 


or Reduced Installation 


nd Maintenance Costs... 
ELTA-STAR Metal-Enclosed Isolated-Phase Buses 


elt::-Star Metal-Enclosed Isolated-Phase Buses go up 
ste -, and at less cost, than conventional units. Require 
ime for cleaning, inspection, and maintenance. 


ur savings start at installation. Delta-Star pre- 
ser ibles 6- or 8-foot longitudinal sections and ships 
ler in lengths as large as your facilities can handle. 
hips; corners and tees with bus and insulators 
sta led. Reduces gasketing 50% by eliminating 
gi udinal gaskets. 

our savings continue year after year in inspection 
d naintenance. You easily remove the telescoping 


aluminum covers for inspection. You then have a 
2’6”’ space for cleaning and maintenance. 


Specially-shaped neoprene gaskets keep out dust and 
moisture. Spring-loaded clamping assures air-tight seal. 
Large area ring gaskets permit liberal misalignment of 
ducts without reducing seal. 

For your next installation, check the Delta-Star 
Isolated-Phase buses. For full details, call our nearest 
district representative or write Dept. 469, Delta-Star 
Electric Division, H. K. Porter Company, Inc., 2437 Fulton 
Street, Chicago 12, Ill. District offices in principal cities. 


H.K.PORTER COMPANY, INC. 


DELTA -STAR ELECTRIC DIVISION 


Connors Steel, Deita-Star Electric, Disston, Forge & Fittings, Leschen Wire Rope, Quaker Rubber, 
Refractories, Riverside-Alloy Metal, Vulcan-Kidd Steel, H. K. Porter Company (Canada) Ltd. 
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P laying a dynamic role in the economy 
of our nation, the investor-owned Utility 
Industry continues to expand its life- 
lines of service. Not only meeting the 
needs of today’s consumers, but prepar- 
ing also for an atomic age, Utilities are 
faced with enormous capital expansion 
requirements. 




















bifelines of the nation / 


To assist in the many financial complexi- 
ties accompanying this growth, Irving 
specialists are ready with new and sound 
approaches. Our Analytical Studies, 
Seminars, and Round Tables, may bring 
added vitality to your capital planning, 
financing, or cultivation of the financial 
community. 


For more information, call Public Utilities Department at DIgby 4-3500 
or write us at One Wall Street 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $130,000,000 


Ricuarp H. West, Chairman of the Board 


Total Assets over $1,600,000,000 


Grorce A. Murpny, President 


Public Utilities Department—Joun F. Cups, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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DUSTRIAL PROGRESS 
























MKOPTION of — all-punched-card 
thods for the preparation of stock 
rrants saved the Lone Star 
mpany, Dallas, Texas, an estimated 
000 on a single issue. 

Entered into originally as a time- 
‘ing measure, the new method for 
wig securities rights has, in retro- 
ec, developed into a better way of 
nz the job, according to W. L. 
or‘is, supervisor of systems and 
etl ods for Lone Star Gas. The new 
‘tlods, it has proved, establish 
hier management controls. Punched 
rd reproduction is inherently more 
cv ‘ate than any method for handling 
iper, manually, So, punched card 
ar ants are easier and more accu- 
ite vy audited. 

A the outset, however, the basic 
as.n for the move into punched 
itd stock warrants was speed. It 
ou | have been possible, Mr. Morris 
Im ts, but extremely difficult to meet 
ti ht underwriting schedule with 
hi 1 Lone Star Gas was faced with 
he ssuing of conventional-type cer- 
fc: tes. Switching to punched cards, 
ow: ver, it was possible to complete 
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bunched card warrants were put out by this IBM accounting machine 
t the rate of thousands per hour—making possible the paperwork 
production of an entire warrant issue in just two working days. 
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all home office paperwork connected 
with stock purchase rights for some 
20,000 Lone Star Gas stockholders in 
just two days. 

At stake was a new issue of pre- 
ferred stock. The total new issue was 
for approximately $16 million at a 
par value of $100 per share, On the 
open market, the Lone Star Gas stock 
was several points above par, Offer- 
ing was made to holders of the out- 
standing Common Stock of the Com- 
pany rights to subscribe for the Pre- 
ferred Stock, at par, at the rate of one 
share of the Preferred Stock for each 
40 shares of Common Stock held. 

The issue attracted considerable in- 
terest in investment circles because of 
Lone Star Gas’ excellent current mar- 
keting situation, backed by a wide- 
open growth potential. With sales 
crowding $100 million annually, Lone 
Star Gas is in a uniquely secure posi- 
tion through its three-way role in the 
natural gas field. The firm is a pro- 
ducer, operating its own wells and de- 
velopmental projects; a distributor, 
owning its own pumping equipment 
and pipelines, and a utility, serving 


How 


PUNCHED CARD 
STOCK WARRANT 
SAVED 
$5,000 














Converting to Punched Cards Enabled Lone Star Gas to 
Prepare Ready-to-Issue Warrants for 20,000 Stockholders 
with Only One Operator and In Just Two Working Days! 


Dallas, Fort Worth and a number of 
other towns in Texas and Oklahoma. 

Two particular situations had a 
bearing on the shift to punched card 
warrants: 

1.) All Lone Star Gas stockholder 
records are maintained at the Dallas 
home office, while the stock transfer 
for the new issue was to be handled 
by a New York firm. This made for 
a time-consuming communications 
problem of printing warrants in New 
York, preparing them in Dallas and 
then getting them back to New York 
for bonded mailing. 

2.) The underwriting schedule ap- 
proved by the Securities and Ex- 
change Commission called for a rec- 
ord date which left only about a week 
of working time in which to complete 
all arrangements and put the warrants 
in the mail with their accompanying 
prospectuses. 

When he was called in to discuss 
the problem, Mr, Morris’ recommen- 
dations were guided partly by the 
knowledge that another utility, The 
Pacific Gas and Electric Company, 


(Continued on page 22) 
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had recently produced the country’s 
first known punched card warrant. 
Just as important, however, Mr. Mor- 
ris was confident that his firm’s IBM 
department was exceptionally well 
qualified to handle this job through 
punched card techniques, 

Use of punched card methods in 
the maintaining of stockholder rec- 
ords stemmed as a matter of con- 
venience from the necessarily-efficient 
punched card installation needed to 
support Lone Star Gas’ heavy reli- 
ance on mechanized consumer billing. 
The firm was one of the first utilities 
in the country to go into IBM’s mark 
sensed meter reading. It was also one 
of the first to adopt punched card 
consumer billing, which, in turn, made 
for automatic reconciliation in ac- 
counts receivable record keeping for 
its utility bills. 

From this basis, Lone Star Gas had 
already gone on to make punched 
cards the mainstay in stockholder rec- 
ord keeping. The master name-and- 
address file for stockholders was put 
on punched cards as the basis for all 
mailings and communications between 
the company and its shareholders. 
Then, partly with the aid of these, 
Lone Star Gas went to punched card 
dividend checks, 1099 government in- 
come reporting forms, and proxies. 
So, in terms of accounting produc- 
tion, the punched card warrant repre- 
sented no major problem. 

The biggest obstacle, this first time 
around, was to get the legal and se- 
curities people together to agree on 
the wording and form of the warrants. 
Necessary controls had to be set up 
by purchasing blank IBM _ cards 
which, in turn, were turned over to 
bonded legal printers specializing in 
securities. Printed in New York, these 
punched card warrants had to be 
shipped to Dallas in carefully-ac- 
counted-for lots. 

While the warrants were being 
worked out and printed in New York, 
Lone Star Gas’ machine accounting 
department rapidly completed the 
necessary preparations. 

Working decks were reproduced 
from two master punched card files 
which are always kept current at the 
Lone Star Gas offices: 

1.) The stockholder name-and-ad- 
dress cards, and 

2.) The stockholder master file, 
which accumulated information on 
stockholder name, account number 
and number of shares. 

The two working decks were then 
collated together and run through an 
IBM Accounting machine to produce 
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a Warrant Register, a printed list in- 
corporating full information on name 
and address of stockholder, account 
number and number of rights. These 
lists served both as a guide for the 
transfer agent and as a control of ac- 
curacy during the production of the 
actual warrants at Lone Star Gas. 
The warrant cards themselves in- 
corporated all the elements usually 
found in this type of certificate but 





W. L. Morris, methods specialist, Lone 
Star Gas, checks out warrants being 


run on IBM accounting machine 
against previously prepared warrant 
register. 


were more compact and contained 
fewer flourishes. To prepare the ac- 
tual warrants, Lone Star Gas began 
by putting the specially-printed cards 
through an automatic reproducer to- 
gether with its Stockholder Master 
Deck. From the master cards, the Re- 
producer sensed information on stock- 
holder account number and punched 
it into the Warrant Card, The war- 
rants were then run through a punched 
card interpreter which printed the 
punched information in designated 
spaces. As the cards were designed, 
the existing stockholder account num- 
ber became the warrant number. 
The punched card warrants, ar- 
ranged numerically according to ac- 
count number, were then put through 
a Bill Feed unit on an IBM Account- 
ing machine while the combined name 
and address working deck and detail 
working deck containing account num- 
ber and number of rights, arranged 
in the same order, were fed through 





















the accounting machine’s a3 
control feed mechanism. In this op, A « 
tion, the stockholders’ names aind§l.-; a} | 
dresses, together with app:opg.. indt 
number of rights, were printec or bon. ane 
corresponding warrant card. 95¢ 
previously prepared Warrant Rq” a 
ter was used for frequent spot che - 
during the running of the w. rg" hig 
to verify printing accuracy. = | 
The entire procedure, startin : f a ‘Ha 
existing working files and win: ing will 
with ready-to-issue warrants, ‘as “ aii 
complished in two working da s ” - 
single operator. Considering th tq. 
20,000 stockholders were in olf!" val 
Morris believes this is about a ig? ° @ 
pensive and accurate a method « . cq 9 P* 
presently be devised to hancle "U0 
issue of stock right certificat:s,q%! be 
comparison with conventional mq’: TTY 
ods for handling this type of ob al Edi 
estimates his company saved “:; 1g 806 
$5,000.” Fk 1S, 2 
LE Aw 
Science Youth Day and der Fe 
National Electrical Week 
To Join Activities ft der 
FOR the second consecutive y@ low-v 
there will be coordination betwipt 275, 
National Electrical Week activiflear ge 


and those of Science Youth Day, forder c 
cording to a joint announcementfetor—h 


N. J. MacDonald, Chairman of f- 


E CG 


National Electrical Week Commitffladelph 
and Walker L. Cisler, chairmanf[e $9( 


the International Edison 
Celebration Committee. 
“Although Science Youth 


i 


Birt h lat ion— 


larges 


Den it go 


which is celebrated annually on fit by 
anniversary of Thomas Alva [mpany 
son’s birth—February 11th—isa c@nain, V 
pletely separate activity from dson ri 


tional Electrical Week,” the i 


k City 


nouncement said, “many N. E. Whe re: 
participants plan to include spe@riam c 
Science Youth Day programs in ‘lj r an « 


N. E. W. plans.” e addit 

Science Youth Day, under the affter jut 
pices of the Thomas Alva Evcigtle stat 
Foundation, is directed by the ! tT) e isc 


national Edison Birthday Celebr: tho feet 


Committee. Purposes of Sc ctha con 
Youth Day are: to interest @k powe 
junior and senior high school stu. e#§ 00-k 
in science and engineering careet 4R&{ 00-v 
to stimulate greater interest in « '% ; dditi 
tive science education and wider >uhs vil] 1 
lic aquaintance with science and ¢@y'-e ar 
nology. Tle bu 
National Electrical Week is: 1 fied a 
electrical industry event cele! atfee isbu 
each year during the week of F Dth- is gs 
ary 11 to focus attention on the c@igc 
PUBLIC UTILITIES FORTNIGHTLY—DECEMBER EMBER 












Ss Drir 


+h; iti us of electricity to our econ- 
1S 0) 


/aid our way of life. National 
les and ri al Week is sponsored by nine 
‘PP! PH... industry’s leading trade asso- 
os OMfon. and endorsed by 16 others. 

“es pag |959 Science Youth Day, ap- 


ant ae 
spot chy" ately 150,000 junior and 
or high school students will be 


> W: Th a 
te to tour laboratories and com- 


4 olants throughout the United 


hits a es Hawaii and Canada. All pro- 
i va will allow time for informal 
da: 5 ges 10s between scientists and 
th: t Se 

Gn off ial Science Youth Day book- 
ta iq @¢ available to companies that 
dz ct © participate in the activities. 
ancle Pt ‘ation on ordering these book- 
cats fa) be obtained by writing Harry 
nal mgCherry, Jr., secretary, Interna- 


ppal Edison Birthday Celebration, 
te 806—8 West 40th St., New 
rk 18, N. Y. 


LE Awarded Bus, Switchgear 
der For Indian Point Atomic 
Power Plant 


and 
N eck 


$ ‘order for all isolated phase bus 
ive y@ low-voltage switchgear for the 
betwint 275,000-kilowatt Indian Point 
activiflear generating station—the larg- 
Day, order of its type for a U. S. power 
mentietor—has been awarded to the 
n of f-l. Circuit Breaker Company, 
mnuitfiladelphia. 
rmanfhe $90,000,000 Indian Point in- 
Birth@lation—which will become Ameri- 
h largest atomic generating station 
h_ Dien it goes critical in 1960—is being 
on fit by the Consolidated Edison 
va Himpany on a 350-acre site at Bu- 
isac@nain, Westchester county, on the 
mm Mdson river 24 miles north of New 
he @k City. 
E. Whe reactor—a pressurized water 
SpeGriam converter—will supply ener- 
in ‘Ificr an estimated 163,000 kilowatts. 
fe addition of an oil-fueled super- 
he after jumps the maximum capacity 
Ecigithe station to 275,000 kilowatts. 
> 11H} e isolated phase bus system— 
br KO feet of three-foot-diameter elec- 
S¢ ka conductor—will carry 16,500- 
i@t power from the station’s single 





tu. #5 00-kilowatt generator to two 
cr 4K 00-volt step-up transformers. 
1 hh ; dditional 384 feet of 14,400-volt 
‘TY Us vill be installed to carry station 
( ¢G@ry ce and auxiliary power. 





‘Ye bus system—which will be de- 






‘'fned and fabricated by I-T-E’s 
‘Wee isburg Division, Greensburg, 


M—-is scheduled for installation in 


¢ coh 
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Asplundh Develops Insulated 
Aerial Lift 


A NEW concept in an aerial device 
is the Spiralloy outer boom, a glass 
filament wound epoxy _ structure. 
Two units of this construction have 
been developed by the Asplundh 
Tree Expert Co., Jenkintown, Pa. 
The announcement at this time coin- 
cides with the company’s 30th Anni- 
versary of service to the electric 
utilities. According to the company 
the operator is completely insulated 
from ground while in the bucket. 

In explaining the new unit, Lester 
Asplundh, executive vice president, 


said, “We have felt for years the real 
answer to an aerial lift would be com- 
plete insulation of the man in the 
bucket so that in effect he would 
possess the protection of a bird on a 
wire. Recent technology in the fiber 
glass industry has now made possi- 
ble this new unit. 

“It provides absolute insulation 
from the bucket all the way down to 
the knuckle connecting the outer and 
lower booms,” said Mr. Asplundh. 

To determine the safety quality of 
the boom, the Spiralloy pilot model 
was flexed over one million times 
and then loaded to destruction—frac- 

(Continued on page 24) 





This announcement is under no circumstances to be construed as an offer to sell, or as a 
solicitation of an offer to buy any of these securities. 
The offering is made only by the Prospectus. 


NEW ISSUE 


700,000 Shares 


Public Service Electric 


and Gas Company 


Common Stock 


(without nominal or par value 


Price $37.75 per Share 


Copies of the Prospectus may he obtamed m any State 


December 3, 1958 





) 


in which this announcement is circulated from only 


such of the undersigned ar other dealers or brokers as may lawfully offer these securities in such State. 


Merrill Lynch, Pierce, Fenner & Smith 


Harriman Ripley & Co. Hornblower & Weeks Lehman Brothers 
Paine, Webber, Jackson & Curtis White, Weld & Co. Dean Witter & Co. 
Hemphill, Noyes & Co. Carl M. Loeb, Rhoades & Co. Reynolds & Co., Inc. 
Wertheim & Co. American Securities Corporation Bear, Stearns & Co. 
Clark, Dodge & Co. Francis I. duPont & Co. Laurence M. Marks & Co. 
R. W. Pressprich & Co. A.C. Allyn and Company Bache & Co. A. G. Becker & Co. 
Johnston, Lemon & Co. aa G. H. Walker & Co. 
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on jobs like , | (Continued) 
this ses «8 eal | 


ture occurred at 4,600 Ib. accor:lin 
the company. 

The two units, the Line Lit 
Trim Lift will be distribute | 
| serviced nationally by the Asj lw 
| organization. 


R-R Folder Describes Un ve 
High-Speed Printer 


A NEW folder describing the 
vac High-Speed Printer, — y 
prints data processed by the af 
scale system, has been announ 2d 
Remington Rand Division of * pq 
Rand Corporation. 

This machine operates at :p@ 
up to 600 lines a minute, pr-nf 
numbers, letters, and  punct iaf 
marks on a line 130 characters w 
A special fast-feed feature adva 
the paper rapidly over areas \v 

. no printing is required. As a res 
there's it is possible to print paychecks, 
example, for 7,500 employees in 


nothing than an hour, 


: This unit, when combined wiih 
like a Cleveland Memory Unit, Control Unit, 
Tape Reader, is capable of print 
Univac output at record break 
speeds for purposes such as: inv 
TIGHT QUARTERS, narrow tree lawns, digging lines ac — sol nrcotes aaa 
crowded with trees, utility poles, tough roots, inter- Copies of this folder may be 
secting service lines— nothing digs trench like a tained at any branch office, or 


Cleveland “Baby Digger” in conditions like these. writing to Remington Rand, 
Fourth Avenue, New York 10, a 


requesting U189. 


PRECISION TRENCHING is needed here—a digging 
job on which a “Baby Digger” has no equal. Note 
how precisely this Cleveland 92 is placing spoil on New Mobile Display of 
sidewalk — off the well-kept lawn. Backfilling will Delta-Star Insulators 
be fast, easy and damage-free. Cleveland’s low A NEW mobile insulator displ 
ground bearing pressure and smooth, friction-free designed to familiarize engine 

shuiers- nee élen td d ils iis at with a complete line of insulaic 

. a a ao latest designs, and operational tc 
iain , niques, is ready to undertake a 1 

ONLY 4 6 WIDE over its crawlers, the maneuverable tionwide tour scheduled by Del 
92 digs easily past obstructions, maintains steady, Star Electric Division, H, K. Por 
high trench production. More than 30 usable wheel Company, Inc. 
and crawler speed combinations give it the right Carried in a compact two-v it 

° ; ae & trailer, the portable exhibit will 
combination of power and speed for digging all soils Se ee ee ae eT 
: every city in which there is a | ‘If 

—in mud, frost, tree roots, shale or rocky ground. Star trent des tt ail tes 

in convenient hotels in each terr 

and interested engineers will b 

vited. 

| The exhibit contains samples 
The ¢C L E Vv E L B N D T a E ad € H E R €e. types of electrical porcelain and | 
| hardware produced by Delta-* 
20100 SE. CLAIR AVE. © CLEVELAND 17, O81O | Thomas Works, including cut 
| demonstrator insulators. 


Tes cceccccccccccccccccccccccccccs | Of particular interest is a 


Ay) Everywhere | distribution line strung betwee: 
7 ® (Continued on page 26) 


If city trenching is your job, there’s nothing like a“Baby Digger” for you. 
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@xevacbestest- mer: 


serves a very special 
part of America 





ete. States where 

viumbia serves 

Pe gee Of all the rit 
“aS consum in 

the United States. 4 


Maryland and southern New 
rl — natural gas continues to be the 
eferred fuel for home and industry. 





THE coLumBIYse”",. oe" » 
. w7 isvSTEM, INC. 


: COLUMBIA GAS SYSTEM SERVICE CORPORATION 


ee cotuMBIA HYDROCARBON CORPORATION 


CHARLESTON GROUP: UNITED FUEL GAS COMPANY, 1700 MacCORKLE 
ARLESTON, WEST VIRGINIA. COLUMBUS GROUP: THE 


AVENUE, S.E., CH 
COLUMBUS 15, OHIO. 


OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., 
PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT COM- 


PANY, 800 UNION TRUST BLDG, PITTSBURGH 19, PA. - 


120 EAST 41st STREET, NEW YORK 17, 8. V¥- 








utility poles, and working models of 
a flashover tester and an impulse 
tester. 


Combustion Engineering To Run 
Prototype of Remote-Area 
Reactor 


THE Atomic Energy Commission 
announced it will turn over to Com- 
bustion Engineering, Inc., the job of 
operating a prototype nuclear reactor 
designed for use in remote locations. 

A.E.C. officials said a cost-plus- 
fixed-fee contract will be negotiated 
with Combustion Engineer’s Nuclear 


INDUSTRIAL PROGRESS—( Continued ) 


division, in Windsor, Conn. The 
Combustion Engineering proposal was 
chosen from 13 received in response 
to an A.E.C, invitation. 

The prototype reactor is located at 
the National Reactor Testing Sta- 
tion, near Idaho Falls, Idaho. It was 
built by the commission’s Argonne 
National Laboratory and is_ being 
operated by the A.E.C. with the aid 
of military personnel. 

The reactor is cooled by ordinary 
water and fueled with uranium en- 
riched with U-235, the most fission- 
able form of the metal, The water is 
pumped through the reactor core 
where the heat from fissioning atoms 


of uranium turns it to steam, 7 
steam spins a turbine which gencra 
electricity. 


Big Power Increase By 


JCP&L Addition 


A 20$-million-dollar addition a 
Jersey Central Power & Light ‘'9 
pany generating station in Sayre : 


New Jersey, has boosted the Pow 


output by 138,000 kilowatts. 
This puts the effective capabil , 
the plant at 374,000 kilowatts a 


makes it the largest station in the s 


tem of General Public Utilities C orpt « 
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This announcement is not an offer to sell or a solicitation of an offer to buy these securities. 4 
The offering is made only by the Prospectus. 


$65,000,000 


Pacific Gas and Electric Company 
First and Refunding Mortgage Bonds, Series DD, 412% 


Due June 1, 1990 
Price 100% 


Plus accrued interest from December 1, 1958 


December 3, 1958 
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Copies of the Prospectus may be obtained from any of the several under- 
writers only in States in which such underwriters are qualified to act as 
dealers in securities and in which the Prospectus may legally be distributed. 


















A. C. Allyn and Company 


Incorporat 


Hayden, Stone & Co. 


Francis I. duPont & Co. 
Coffin & Burr 


Incorporated 


Estabrook & Co. 
Stroud & Company 


Incorporated 


Ball, Burge & Kraus 
R. S. Dickson & Company 


H. Hentz & Co. 
Wm. E. Pollock & Co., Inc. 














The First Boston Corporation 
Equitable Securities Corporation 
Salomon Bros. & Hutzler 


Schoellkopf, Hutton & Pomeroy, Inc. 


W. C. Langley & Co. 
Gregory & Sons 


Hirsch & Co. 


Hallgarten & Co. 


American Securities Corporation 
R. W. Pressprich & Co. 
Clark, Dodge & Co. 
Laurence M. Marks & Co. 
Bache & Co. 
Reynolds & Co. 
G. H. Walker & Co. 
J. Barth & Co. 
First of Michigan Corporation 
McDonnell & Co. 


Swiss American Corporation 


Halsey, Stuart & Co. Inc. 
Ladenburg, Thalmann & Co. 
Wertheim & Co. 


Auchincloss, Parker & Redpath 


New York Hanseatic Corporation 


Dick & Merle-Smith 
L. F. Rothschild & Co. ; 
Dominick & Dominick 

Alex. Brown & Sons 

Baxter & Company 

F. S. Smithers & Co. 





Cooley & Company 
Goodbody & Co. 


Van Alstyne, Noel & Co. 
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eam, ‘wh ch Jersey Central is a subsidi- 


| Zencral 


he addition, which houses a turbo- 
er; tor and auxiliary units, was 
in in August 1956, and completed 


By ob -r 31, last, Heat for steam to 


n 


On a 


) 1e turbine is supplied by cy- 
ye- ired furnaces in which a coal 
ar mixture is whirled by a con- 


x cy ~ ° ar 
ght Mors blast of air. The gale pro- 


ayre i 


es a more complete burning 


he pow company officials said, in- 


5. 


hse efficiency and keeps produc- 


abil yf costs down. 


yatts 


aaVlen work on the addition was 


1 the sfur, Charles E. Kohlhepp, presi- 
es Corft f the company, said the average 


ee 


o electricity per residential cus- 
et has risen from 500 to 2,700 
watt hours since 1930. Succes- 
ke |} CP&L studies show the rise has 
ched 3,319 now. 


Se een} 





Michigan Bell Tel. Leases 
urroughs Computer System 


( ICHIGAN Bell Telephone Com- 





has signed a long term million- 
lar-a-year lease with Burroughs 
rporation for a new Burroughs 220 
ktronic computer system to stream- 
-and speed up the handling of new 
vice orders received from custom- 


In announcing lease of the huge sys- 
1, William M. Day, Michigan Bell 
sident, said it is the first of its type 
be installed in the Bell system and 
Pxpected to save an estimated $750,- 
}io0 $1 million yearly. Installation 
ll begin in January 1960. 

Although the system will take over 
perform some clerical operations, 
irkers on these jobs will be diverted 
other operations in much the same 
vy is operators are re-assigned when 
il service takes over. Basically the 
nputer system will speed up the re- 
ir-d clerical work from the time a 
st.mer calls in until his request re- 
ives action. 
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Tie system will automatically as- 
in cable facilities, line equipment 
(| even telephone number acting 
1 orders processing information 
bh stored in magnetic tape units. 


lun. Co. of Canada Building 
uce Hydro in Canadian Wilds 


H} ALUMINUM Company of 
im da is building a huge hydro-elec- 
i¢ plant in untamed country in 
anda, about 300 miles north of 
ue'ec city. It will supply one million 





additional horsepower to its smelters 
in the St. John region. 

Begun in September, 1956, the $150 
million project involves a dam at 
Chute-des-passes and another at 
Passes-Dangereuses on the Peribonka 
river, plus a 34 feet wide tunnel 
through solid granite for a distance 
of 63 miles. The Alcan powerhouse 
will hold five 200,000 horsepower gen- 
erators upon completion. Target date 
for the first generator to become op- 
erative is August, 1959. 


South Carolina Power Project 


THE SOUTH Carolina Public Serv- 
ice Authority announced plans to build 
a $36,000,000 steam electricity gen- 
erating station as part of the state- 
owned Santee-Cooper electricity proj- 
ect. The new plant, which will have 
an annual capacity of a billion kilo- 
watt hours, will serve 100,000 farmers 
through rural electrical co-ops in 27 
counties. The state agency did not say 
when construction of the station would 
start. 
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Potomac Electric 


First Mortgage Bonds, 


Dated December 1, 1958 


White, Weld & Co. 


Hallgarten & Co. 


December 4, 1958. 





This is not an offer of these Securities for sale. The offer is made only by the Prospectus. 


$25,000,000 


Price 101.307% and accrued interest 


Copies of the Prospectus may be obtained in any State in which this 
announcement is circulated from only such of the underwriters, including 
the undersigned, as may lawfully offer these securities in such State. 


Kidder, Peabody & Co. Merrill Lynch, Pierce, Fenner & Smith 


Equitable Securities Corporation Dick & Merle-Smith 


Power Company 


45% Series due 1993 


Due December 1, 1993 


Salomon Bros. & Hutzler 


R. W. Pressprich & Co. 
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(0 YOu and you 
.ffOM YOU...yOu...and you 


No Christmas gift is more widespread or important in effect than Christmas 
Seals. Given by most Americans, they help make possible the greatest 
gift of all—health, life itself. 


Since 1907, the Seals have financed vast anti-tuberculosis activities that 
have saved more than eight million lives! Yet there will still be 
about 90,000 new TB cases this year. 


So continue to give the gift that saves lives... use Christmas Seals on every 
letter, card, and package...and be sure to send in your 
contribution today. Buy and use Christmas Seals. 


This space contributed to the 5 ope, e 
National Tuberculosis Association Public Utilities Fortni ht 
and its affiliates by 








ECE: BEI 


3 fs Home Office: Milwaukee 1, Wisconsin 





PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








63 years of leadership in property valuation 
The AM E R ICAN APPRAI SAL Company 


Offices in 18 cities coast-to-coast 














2 BLACK & VEATCH 


CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 








BONI, WATKINS, JASON & CO., INC. 


j Economie & Management Consultants 


37 Wall Street 437 Shoreham Bidg. 
New York 5, N. Y. Washington 5, D. C, 
Rate Cases Management and Market Studies Rate of Return Analysis 
Cost of Service Determination Economic and Financial Reports 








DAY & ZIMMERMANN. INC. 
ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 











ee ee 


* Standby 
% Augmentation 
% 100% Town Supply 


Design « Engineering ¢ Construction 


DRAKE & TOWNSEND 11 WEST 42ND STREET NEW YORK 36,N. Y. 








ePoRAT 








FF Ford, Bacon & Davis 


Bad VALUATION En inicers CONSTRUCTION 
REPORTS Gg RATE CASES 


NEW YORK @ CHICAGO @ LOS ANGELES 
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PROFESSIONAL DIRECTORY 


(continued) 





FOSTER ASSOCIATES, INC. 


Rate Cases @ Cost of Service and Other Regulatory Methods 
Rate of Return Analyses @ Rate Design 
Natural Gas Field Price Problems @ Economic and Financial Reports 


1523 L STREET, N.W. 326 MAYO BUILDING 
WASHINGTON 5, D. C. TULSA 3, OKLAHOMA 








GIBBS « HILL, inc. 
Consulting Engineers 
DESIGNERS ® CONSTRUCTORS 
Los Angeles NEW YORK Tampa 





G GILBERT ASSOCIATES, INC. 








ENGINEERS and CONSULTANTS 


525 LANCASTER AVE. 
FOUNDED 1906 READING, PA. 


WASHINGTON ¢ NEW YORK 

















W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 








Harza Engineering Company 
NR 


Calvin V. Davis Richard D. Harza E. Montford Fucik 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATON — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 











GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 


Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 








HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE ° COLUMBUS, OHIO 
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PROFESSIONAL DIRECTORY (continued) 








INTERNATIONAL ENGINEERING COMPANY, INC. 
Design and C lting 8 


Dams—Power Plants—Transmission Lines—Railroads—Highways 
Investigations—Reports—Plans and Specifications 
Cost Estimates—Supervision of Construction 





74 New Montgomery Street San Francisco 5, California 














JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—IN VESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS—REPORTS 
for Rate Cases, Security Issues, Reguiatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 








Tee uljian loyporalion 


ENGINEERS . ©cONsT RUC TORS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 











William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
GAS DEVELOPMENT OF CLASS RATES OF RETURN AND ene 
ELECTRIC CLASS UNIT COST DETERMINATIONS FOR MUNICIPAL 
WATER RATE STRUCTURE MODERNIZATION AND RATE CASES PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 
DARIEN, CONNECTICUT 














Pioneer ———— Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 


231 SOUfH LA SALLE STREET 

















SANDERSON & PORTER 


CONSTRUCTION e REPORTS & 
SURVEYS 
NEW YORK NEW YORK 
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PROFESSIONAL DIRECTORY 


(continued) 





Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








» >. . STANDARD RESEARCH CONSULTANTS, INC. 


Rate of Return ¢ Valuations ° Capital Costs 
Customer Surveys °* Depreciation Studies 
Regional Economic Studies * Property Records 


345 Hudson St. Watkins 4-6400 New York 14, N. Y. 











STONE «& WEBSTER 


ENGINEERING CORPORATION 


Design « Construction e Reports e Appraisals 
Examinations e Consulting Engineering 


NEW YORK BOSTON CHICAGO PITTSBURGH HOUSTON 
SAN FRANCISCO LOS ANGELES SEATTLE TORONTO 











The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 








Whitman, Requardt and Associates 
Publishers of the HANDY-WHITMAN INDEX 


DESIGN—SUPERVISION OF PUBLIC UTILITY CONSTRUCTION COSTS, 
now in its 35th year and a companion publication the 
REPORTS—VALUATIONS HANDY-WHITMAN INDEX OF WATER UTILITY 
CONSTRUCTION COSTS 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 








EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

: : : Public Utility Valuations, Reports and 
Topographic and Planimetric Maps 7. 2 
Mosaics, Plans & Profiles for all Original Cost Studies 

Engineering work. 910 Electric Building Indianapolis, Ind. 

Abrams Bldg. Lansing, Mich 






/ Abram’ Aerial Survey 
Unporation 




















BURNS & McDONNELL ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


Engineers - Architects - Consultants 


KANSAS CITY, MO. CONSOLIDATED 


P. O. Box 7088 . GAS anp SERVICE CO. 
Phone: DElmar 3-4375 327 So. LaSalle St., Chicago 4, Ill. 
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PROFESSIONAL DIRECTORY (concluded) 








GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Insurance Surveys 





HARRISBURG, PENNSYLVANIA 





MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 




















FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation—Depreciation 
Investigations and Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 








PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils—Mechanics 
Testing—lInspection—Analysis 
Main Office, Pittsburgh, Pa. 

32 Laboratories in Principal Cities 




















Jackson & Moreland, Inc. 
Jackson & Moreland International, Inc. 
Engineers and Consultants 
PLECTRICAL—MECHANICAL—STRUCTURAL 
DESIGN AND SUPERVISION OF CONSTRUCTION 
FO! 

UTILTY, INDUSTRIAL AND ATOMIC PROJECTS 
SURVEYS—APPRAISALS—REPORTS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 
BOSTON NEW YORK 








A. S.SCHULMAN ELECTRIC Co. 


Electrical Contracting Engineers 
founded 1890 
POWER STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 


2416 S. MICHIGAN AVE., CHICAGO, ILL. 
Los Angeles Tampa 

















PETER F. LOFTUS CORPORATION 


Design and Consulting Engineers 
Electrical * Mechanical ¢ Structural 
Civil * Nuclear * Architectural 
Pearse FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 








The R.W. STAFFORDCO. 


GAS CONSULTANTS — ENGINEERS 
CONSTRUCTORS 
Natural Gas Conversions 
Plant Management & Operations 
Accident & Insurance Investigations 
Peak Shaving & Standby Plants 
EVANSTON, ILLINOIS 
2944 Grant St. Phone UNiversity 4-6190 

















LUTZ & MAY COMPANY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








SVERDRUP & PARCEL 


Engi: s&C Itants 





Design, Construction Supervision 

Steam and Hydro Power Plants 

Power Systems—Industrial Plants 
Studies—Reports 


St. Louis ° San Francisco ° Washington 

















J. F. McMAHON ASSOCIATES, INC. 
Engineering Consultants 


INSTRUMENTATION AND CONTROL 
STUDIES @ REPORTS 
DESIGN @ SUPERVISION 


P. O. DRAWER 3908, SHAKER SQUARE STATION 
CLEVELAND 20, OHIO 
GArfield 1-4834 








A. W. WILLIAMS INSPECTION CO., INC, 


Specialized Inspection Service 





Poles, Crossarms, Lumber, Piles, Crossties 
Preservative Treatment and Preservative Analysis 


208 Virginia St., Mobile, Ala. 
New York St. Louis Portland 
Inspectors stationed throughout the U.S.A. 
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wish we had more time 


«nd personnel to prepare Design and Consulting 
for this rate case! Engineering Services 
Pioneer has specialized in 
rv designing power plants for 
2) 56 years. It offers design 
Your staff is overloaded now. service for fossil fuel, hydro 


: alas and atomic plants. It will also 
Call in the specialists and assist in forecasting load 


let them carry the peak load. growth, in site selection, in 
3) 7 purchasing and expediting 
HOW ABOUT PIONEER? : of equipment and in su- 
pervising construction. 
33 Pioneer’s other services in- 
3 * ‘ 
32 clude substation, transmis- 
sion and distribution studies 
and design. 




























Services in Regulatory 
Matters 
Pioneer offers its services 
in all phases of Federal, 
State and Local regulation 
including the rate base, 
depreciation analysis, cost 
of service studies, market 
analysis, certificate pro- 
ceedings and rate of return. 


33 
23 
33 






































over 


Corporate Services 
Pioneer's services in corpo- 
rate matters include business 
and management engineer- 
ing advice, financial, ac- 
counting and tax counsel and 
insurance and pension plans 
and programming. It oper- 
ates a stock transfer and 
dividend disbursement serv- 
ice and maintains stock 
ledgers when desired. 


ver 


NEW! 

On your letterhead, 
write for 40-page 
booklet, ‘‘Pioneering 
New Horizons in 
Power.”’ Describes, 
illustrates Pioneer's 
engineering services, 
and corporate serv- 
ices, from financing to 
operation. 


ue 


| Pioneer Service 
GIVE YOUR NON-ROUTINE & Engineering Co. 


OPERATIONS TO PIONEER! 231 South La Salle Street 
Chicago 4, Illinois 
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NEWPORT NEWS SHIPBUILDING & DRY DOCK CO 


.  >—~s 
DEPARTMENT OF THE - peo’ 


CORPS OF ENGINEERS 


CLARK HILL POWER PLANT 
EFFICIENCY TEST BY GIBSON METHOD 
UNIT No. 5 MAY 2,1954 [ 
TURBINE EFFICIENCY 
NET HEAD= 141 FEET 





Maximum efficiency of 94.1% 


Reflects advanced practices at Newport News 


THE GRAPH shows performance of a 55,000 horse- 
power turbine, one of seven such units built by New- 
port News for the Clark Hill Power Plant (see photo). 


Shape of the curve is typical ... not exceptional... 


for Newport News turbine performance. Regular, 
uniform, showing no-cut-off at full load, it indicates 
consistent delivery and stable operation. 

And especially, experience in design and model 
testing. 

At Newport News, turbine runners are continually 
being designed and redesigned for improvements in 


Engineers ... Desirable positions available at Newport 
News for Designers and Engineers in many categories. 
Address inquiries te Employment Manager. 


performance. And often upon receiving a contract ‘or 
turbines, a model setting is built and complete tests 
made. So far, Newport News has filled turbine con- 
tracts with an aggregate rated output in excess of 
7,000,000 horsepower. 

Penstocks, spiral casings, valves, pumps, rack ral es 
and other essentials are also designed and built >.y 
Newport News. Our illustrated booklet, “WATI] R 
POWER EQUIPMENT,” will be sent to you uf on 
request. 


Shipbuilding and Dry Dock Compaiiy 
Newport News, Virginia 

















